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Toronto, Ontario 
June 25th, 1963. 


---Upon Commencing. 


THE CHAIRMAN: Mr. Letherby? 

MR. LETHERBY: We have a quorum, gentlemen, 
So we will bring the meeting to order. Now, yesterday 
when we adjourned --- the next person we are going to 
hear from has quite a lengthy brief and we will now ask 
Mr. V. J. Simone, the Registrar of Collection Agencies, 
for the Department of Insurance to come up. 

MR. SIMONE: Mr. Chairman, Mrs.Dell, and 
gentlemen, would you like me to read my own brief? 

THE CHAIRMAN: If you like. 

MR. SIMONE: Credit used wisely is a wonderous 
thing --- yes, when used wisely is emphasized. But is 
it? Or is this approach merely used by credit granters 
to promote the false premise that all credit is good? 
The fact that we are here today and that a person in 
my position has been interviewed three times in recent 
weeks about credit and almost any time you pick up a 
paper, magazine or whatever, there is some article 
about credit, its potentials, its pitfalls, its effects, 
etcetera, attest to my humble opinion that all credit 
is not good. On secondary mortgage financing up until 
The Mortgage Brokers' Registration Act was passed, July 
lst, 1960, interest rates ranged all the way from 9% 
to 60% --- what the traffic would bear. Of course, at 
the higher levels of interest rates the borrower did not 
pea what he was paying, or obviously he would not have 


signed. 
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With the introduction of the Act, the 
unscrupulous mortgage broker now realized he is being 
watched. This combined with close scrutiny of advertise- 
ments and all the attendant pubbacitys the denial of 
six applications for a licence, and the threat of losing 
those licences had the effect of dramatically lowering 

interest rates. Today prime second mortgage interest 
rates are common at the 9% level, and any person with 
a 20% equity remaining in his home after the second 
mortgage goes on can readily obtain a rate of 12 to 13%. 
Borrowers who do not shop around are still paying 
in some instances as high as 20% even though they may 
have a 20% equity. Then there are those who should not 
be borrowing, because of little or no equity, poor 
property or poor location, or even poor credigraphies. 
He can only get loans from certain persons who charge a 
high enough bonus to enable them to sell the mortgage at 
a discount high enough to flush out the greedy lenders. 
In’ such cases the effective rate of interest is still 
as high as 35% or more. High interest rates are usually 
a result of a bonus payment which often is quoted as 
a service charge or all-inclusive fee or some such 
name. 

We have partly solved this problem by now 
requiring on the statement of mortgage form the disclosur 
of the minimum interest rates whenever a bonus is 
charged. Where the broker attempts to evade this 
requirement, by calling the bonus something else, he 
runs the risk of an investigation for charging excessive 


or exorbitant fees or expenses. This is accomplished by 
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a recent amendment to the Act empowering the Registrar 
to make such investigations. The statement of mortgage 
form, of courbes requires the broker to show all charges 
whether called bonus or otherwise, and now also requires 
that the statement of mortgage form be given to the 
borrower at Teabt 24 hours in advance of the borrower 
being required to sign the mortgage. The purpose of 
this is that the borrower has an opportunity to study 
the figures disclosed on the form and to study the 
proposals, and we hope, to consult a lawyer or someone 
Knowledgeable before he signs. 

The scandals in the mortgage business reached 
a peak prior to The Mortgage Brokers! Registration Act 
coming into force on July lst, 1960. In the post-war 
years, most of us suddenly began to hear of the fortunes 
being made in buying mortgages at discounts. We thought 
it was all quite honourable and a good number of our 
friends bought such mortgages in good faith. Little did 
they know that a purchaser of a home was actually 
involved; that the mortgagor was not being able to meet 
the down-payment — nee and paid an infilated: 
price for the home and had given back a second miortgage 
which the builder or vendor could sell at a substantial 
discount and still get his investment back. This 
market for mortgage money apparently began BO -any up 
in the latefifties and the broker, not necessarily and 
not usually the lender, was loathe»to get» go. of a good 
thing. He is a keen student of finance andcredit in 
general and realized something that is becoming 


more and more apparent today, namely, that the consumer 
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‘in many cases has over-bought on credit, and his monthly 
contractual installment payments uses most of his 
disposable “income and in some cases exceeds it. The 
consumer is looking for some parisroana has forgotten 
about the locked in’ equity he had in his home, because he 
wanted to keep this inviolate, but the mortgage 
broker has not forgotten, and he hit upon the scheme 

of telling the consumer how easy it was to borrow any 
amount from $1,501.00 to escape The Small Loans Act 

of $1,500.00 to $10,000.00 or more on his signature only. 
No bankable security is required and with low monthly 
payments --- some as low as $25.00 a month. No mention 
was made in the advertisements that the company was not 
a loan company; the effective rates of interest, or that 
a mortgage was involved; just a passing reference to 
"even if your home is not fully paid for". The borrower 
was attracted by this bait and if he had a home he would 
oftentimes finish up with a wonigivertoak at 
unconscionable interest rates maturing in three to five 
years with a balloon payment required equal to or 
greater than the — had initially received. How is 
this done? Bearing in mind that the borrower thought 

he was deadline with a reputable lending institution, 
he seldom if ever consulted a lawyer. He was desperate 
for money --- so much so that he believed everything 
told to him and actually signed mortgage documents in 
blank not knowing he was giving a mortgage. In the few 
cases where he was alert enough to recognize a mortgage, 
the mortgage being written at a nominal 7% rate allayed 


his suspicions. If he went further and questioned the 
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charge, he was easily put off by being told that it was 
the precalculated interest over the life of the mortgage. 
Little did he realize that these deinen were part of the 
face amount of the mortgage and were subject to the 
stated interest rate as well. With the enactment. of The 
Mortgage Brokers! Registration Act, effective July lst, 
'60, and the attendant publicity, the Department of 
Insurance first attacked false misleading of the subject 
advertising, after having, of course, denied registration 
to six mortgage brokers at the outset who operated under 
sixteen different corporate fronts. This control 
diligently applied, thrust.the threat of cancellation of 
registration, and most important, the threat of an 

action under The Unconscionable Transactions Relief 

Act brought matters under a measure of control until 

the Fall of 1962, when the Supreme Court of Ontario --- 
that should have read the Appeal Catal of Ontario --- 
declared The Unconscionable Transactions Relief Act 

ultra vires. The decision, we understand, is being 
appealed by the Province to the Supreme Court of Canada, 
but in the meantime the unscrupulous mortgage 
broker and credit granteris pretty well left unchallenged 
as to the charges he levies. . The mortgage broker,. of 
course, is subject to the previously mentioned amendment 
to The Mortgage Brokers! Registration Act which we 

hope working with competition for mortgage business 

will keep them in line. Holtbill and Black, the author of 
the offer of"Buy Now and Pay Later". "When it comes to 


knowing the cost of credit, the American consumer is 
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undoubtedly one of the most ignorant, illiterate and 
easily deceived. When buying on time, he acts and is 
treated like an ignorant tourist in a foreign land, 
incapable of even translating the yale of the coin he 
uses and hereadily accepts the first price given him. 
Surveys show that two-thirds of the users of installment 
credit do not know the amount of carrying charge or the 
interest rates on their most recent installment purchases, 
even high-income people --- people with a college 
education --- when asked what was the cost of installment 
eredit, thought it was ‘6% or less.".-That is;Item four 
above. He thinks credit costs about 6%. Now, if he 

were told at the outset that it would cost him perhaps 20 
would he stop, look and listen? We will never know 
until we make an all-out effort to tell him, and 

this raises the question of how to tell him. The 

credit granter who finances his own credit knows what 

the cost is expressed as the annual effective rate -- 
interest rate --- likewise the credit granter who 

is using finance companies or is selling a discount 

in his favour can get those figures from the company 
with whom he is dealing. The figure need not be exact 
to three decimal points and certainly can be calculated 
at once within one point either way. It need not even 
be called effective rate of interest, and I suggest 

that a method similar to the formlave devised for 

the mortgage brokers and having them declared a minimum 
interest rate could be devised for all credit granters. 
The form could be patterned along the lines of a 


statement of mortgage form. 
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Most persons still use credit wisely, but 

the number who do not has been increasing by leaps and 
bounds. Credit statistics released here show that 
Canadians now owe three and a half times as much to banks 
in the form of personal unsecured loans as they did in 
1954. Debts to department stores on both charge and 
installment accounts are doubled in that period. The 
Bureau of Statistics estimates that the overall amount 
outstanding in the various kinds of consumer credit 
reached three billion, six hundred and sixty-four million 
dollars as of Marmh 3lst, '63; a rise of three hundred 
and one million dollars in one year. Now, I would like 
to qualify that paragraph by admitting that these 
statistics by themselves can be meaningless, because 
you have to pay attention to the increase in population 
and the increase in gross national product and all 

other such factors. Why did that merchant who is 
permitted to use two stanmrds in thinking of credit 

is hard to understand. As a businessman he knows that 
when he borrows and buying on credit is borrowing --- he 
must do so for a productive reason, yet that same 
businessman by false, misleading and deceptive advertisin 
and techniques is contantly urging the consumer public 

to buy on credit anything and everything, whether it 

be for a productive reason or not. Being able to buy 

on credit does not increase the person's take-home 

pay. It temporarily increases purchasing power, but 
unless that person's earnings are capable of meeting 

his installments commitments, including interest, he 


is anticipating increased earnings in the future that 
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1 he may not realize for a variety of reasons. The end 

2 result can be and often is that by buying on credit 

3 the consumer is actually reducing his ultimate purchasing 
4, power by allowing interest charges td eat away his 

5 disposable income. A great deal of credit buying today 
6] we have to suspect is the wrong kind because it is 

7 for a non-productive reason and costs the buyer 

8 interest-wise too high a percentage of his take-home 

9 pay. As evidence of this we note the increase in the 
10] volume of accounts being given to collection agencies, 
11 but the agencies seldom recover as much as 50%, but 

the number of debtors who are now classed as skips, 
frauds, judgment proof 

and habitual debtors has increased alarmingly. The 
division courts are literally swamped with small claims 
and they are accused of being sympathetic towards the 
debtor;that the number of consolidations is increasing 
and that the number of unpaid judgments is staggering. 
Welfare agencies also attest to this by pointing out 
that most broken homes are a direct result of financial 
‘troubles stemming from the misuse of credit. The 
increase in the number of personal bankruptcies likewise 
cannot be ignored. I recall reading some time ago 

that in the year 1957 the U.S. recorded some 73,000 
bankruptcies of which 63,000 were personal bankruptcies. 
I might add here that in Canada the personal bankruptcy 
is not too well known. This is becoming increasingly 
better known. The over-sold, over-burdened consumer, thexefor 
now seems to be turning to this avenue as a means 


of escaping his debts, which he obviously considers canno 
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4| be paid out of current or future earnings. The yoke 


2 of high-priced cost bears most heavily on the shoulders 

3 of the consumer who can least afford it, and I don't 

4|| think anyone can challenge the estimate that the average 

5| cost of consumer credit passed to the consumer is about 

6| 18 to 20%. This is a very conservative estimate. The 

7|| attack then has to be a combination of public education 

g|| and legislation imposing disclosure by credit granters 

g| of actual effective credit costs. Again we have two 

10| Standards --- the businessman when he borrows or buys 

141) O92 credit wants to know above all the cost of credit as 

12| @n annual percentage figure, yet when Senator Croll's bil 

13 Was brought forward the businessmen raised a fearful hue alnd c 

= ae te difficult to calculate and anyhow the credit 

15) buyer only wanted to know, and only and only need | 

know what the dollar cost is. That may be so, but if 

the debt merchant has nothing to hide, his claim that 

interest is difficult to calculate is not a valid 

reason for not giving the credit buyer the interest 

rates as well as the dollar cost of the credit 

he is seeking or peceiving. 

What is sauce for the goose should be sauce’ for the EEN 
Then having that information which should be 

strengthened by educational programs beginning in the 

schools, if the consumer continues to go further and 

further into debt, that's his business, but it could 

become Government business to decide if it is in the 

economic interest of the country as a whole to have 

more and more families on a pay-cheque to pay-cheque 


basis and literally hours away from insolvency. 
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Now, in a free enterprise, democratic. economy such as 

ours, to suggest that credit restrictions be imposed is 

a heresy. So the problem has to be attacked from another 

angle, not that credit restrictions can be ruled out 

forever, because time may show that business and the 

consumer will not discipline themselves in this regard. 
THE CHAIRMAN: Is there anything you wish to 

add to your submission at this time, Mr. Simone? 

MR. SIMONE: Yes, I made a few brief notes 
while the previous speakers were here, 

Show a minimum rate of interest on all credit 
purchases and loans, show a minimum rate,as we did with 
the mortgage brokers. Such other factors as the amount 
of the monthly payments and the terms etc. were ignored, 
because you bring them into the calculation, they 
do only one thing,arnd that is increase the interest rate, s 
We settle for a minimum rate which, strangely enough, 
has not been challenged by ‘the mortgage brokers. I had 
one inquiry as a result of this new requirement. 

THE CHAIRMAN: Would you repeat that. I 
didn't hear it. 
| MR. SIMONE: If you saw this sample of 
statement of mortgage form we sent to the brokers with 
an information bulletin, where we establish this new 
requirement to be shown , frankly we have misgivings 
because we know that it could be in conflict with the 
Interest Act, but 700 mortgage brokers who got this 
notice only one challenged it as being inaccurate and 
I satisfied him by merely pointing out that we would 


try and establish an effective rate,merely a minimum rate 
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1} and he could not challenge our Statement,but no matter 
2| what happens to the calculation if you bring in the 
3|| amount of the monthly payment, the amortization, the 
4| balloon payment if any, at the end e those factors 
5| merely increase the rate. They do not reduce it. 
6 MR. MacDONALD: Isn't that the reason why 
7| there is likely to be no protest? 
8 MR. SIMONE: I suppose it has to be that. 
9 MR. MacDONALD: The minimum rate is --- 
10| it may serve some value, but it really is in terms of 
11 correcting any potential abuse. It is not an effective 
12|| deterrent, because they can go beyond it anyway, as you 
13|| can see, 
14 MR, SIMONE: Perhaps to show how it will work, let's 
15 \take’ the example of a man who borrows $2,500.00 agrees to rapay 
$3,000.00 on a second mortgage at 7% for five years. 
When you translate that $500.00 bonus at an effective 
rate of interest it can be established that it is 
costing him 17.7%. By our minimum formula, the rate 
that the broker has to now reveal tothe borrower “is 12.4, 
So we feel that at least the borrower is being told he is {not 
paying seven; he is paying 12.4. Perhaps he should 
shop around. 
MR. WHITE: Mr. Simone, I should have thought 
the word would be maximum. 
MR. SEDGEWICK: That's what I was thinking. 
Why deceive him by saying 12.4 when he is saying 17.7? 
MR. SIMONE: Because the 17.7 figure can 
be challenged by the mathematicians. They use different 


formulas for calculating the effective rate of interest. 
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Would you like to hear one of the formulas? 

MR. SEDGEWICK: I would, yes. 

MR. SIMONE: This is called the Ingray. 
formula, I-N-G-R-A-Y, The initial "I" standsfor the 
interest, "N" stands for the net amant to the borrower, 
"@a" stands for the gross amount that he receives --- 

MR, SEDGWICK:: Gross amount received? 

MR. SIMONE: Yes. The gross amount that he 
Signs for. 

MR. SEDGWICK:: That is right, gross amount. 

MR. SIMONE: "R" stands for total principal 
repayment. "A" stands for the term, and "Y" stands for 
the yield. Now, here is the formula: Two I.G. minus 
L.R., plus 200 over G and plus 200 times G over A, minus 
200 times N over A equals Y times G plus N minus R. 

MR. REILLY: God bless Ingray. 

-~--(Riotous hilarity) 

MR. SIMONE: Now, this is actually used 
by one of our leading mortgage brokers in town. Don't 
ask me what the 200 stands for; I think it is some sort 
of a leavening factor, 

I think this man is back in the bush. He 
wouldn't know anything about --- he doesn't need it 
in the bush. Take a man out of anything except the 
mathematics department --- 

MR. MacDONALD: Mr. Simone, in your view --- 
maybe this isn't a fair question --- maybe it is 
premature, but in your view is it possible to devise 
regulations that would spell out sufficient of the basic 


factors and make it mandatory so that you would eliminate 
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a lot of this possible confusion. 
MR. SIMONE: I think so, Mr. MacDonald. 

I can only remember what the Honourable Kelso Roberts 
Said when he introduced The méréeane Brokers! Registratio 
Act. I believe you were on that committee and he said 
Iv-know it is a --- and in fact he said "I know it's a 
half-baked Act, but it's a step in the right direction -- 
we've got to do something". Now, look at what has 
happened in three years in the mortgage field. This Act 
almost single-handedly has brought a measure of sanity 
back to this iniquitous situation that existed. Now, 
what I am suggesting is that some effort be made to 
legislate, even though it might be in conflict with the 
Interest Act --- let's surpass the boldness of Quebec --- 
they passed an Act and no one has challenged it ---- 

no on challenged The Unconscionable Transactions Relief 
Act, which has been on the statute for years, and surely 
Legislators who passed it must have been aware of The 
Interest Act. Incidentally, you might be interested to 
know the broker who was responsible for challenging 

that Act wishes now that he hadn't. It cost him a 

small fortune and he would have been much happier to 
refund to his --- the amount of money 
involved. It was a sorry day for Ontario when that Act 
was declared ultra vires, because that is a big laugh, 
and I would certainly hope that the Federal Government 
would pass a comparable Act. 

ne CHAIRMAN: Mr. Wray (7) do you have 

any questions? Do you have any further questions, Mr. 


MacDonald? 
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MR. MacDONALD: No, I no questions other 
than a word of commendation. It is very encouraging to 
have a civil servant come and speak as forth-rightly 
as this, because the thing, if I may point out, yesterday 
I didn't know that this was coming along, but I 
personally regret that Mr. MacKenzie is not here, but 
I as much as said this before --- seemed to raise all 
the usual arguments as to why you can't do anything, 
and at least I think we have got this back into 
perspective we have complaints from some of the 
civil servants who put it into perspective, but this 
is nonsense. Something has got to be done, because 
if you accept all these usual arguments, you're stuck 
with the status quo, and the status quo is’a perfect 
setup for exploiting people in pretty unconscionable 
ways. 

Mr. White? 

MR. WHITE: Well, I ‘would like to make a 
brief comment. If the Committee were to decide that 
it should be necessary in Ontario to show the percentage 
of interest being charged on a particular contract 
in some fashion, let's say, the interest rate on this 
transaction is X percent. That in itself might not 
solve the problem that still exists, and I like the 
point that Mr. Simone raises on page 6: The attack 
has to be a combination of public education and 
| legislative process. 

You see, if the contract established is necessary at 
20%, and the buyer has no «-- were not --- if he were 


unsophisticated in matters of credit charges, 
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he might think that was a real bargain. I think that is 
in addition to disclosing the cost of credit. 

The public school system or somebody should 
perhaps be attempting to teach the people what various 
interest rates are charged by different types of lenders 
and. so on, so I think you raised a very important point 
there. 

May I ask this: Does your department or 
any other department of os veces to your knowledge publlish 
kind of a pamphlet on this matter of interest charges? 

MR. SIMONE: None whatsoever. I have often 
asked why we don't. 

MR. WHITE: Now, from a philosophical point 
of view, and at the risk of being branded reactionary 
by my colleagues here in this assemblage --- 

May I point out, Mr. Simone, that what may 
be productive to the buyer may be considered non- 
productive to you. For instance, if you elect to go to 
England via T.C.A. on some kind of a credit plane, an 
outside observer might think that you were undertaking 
something non-productive, whereas to you it might be 
éntramel ycimportant for a variety of reasons. «So I 
think on page 5, you are getting into some thoroughly -- 
a few things ~- value of judgments. 

That will not, of course, apply in all transactions. 
As a matter of fact I can remember some years ago when 
I was even poorer than I am now my wife and I bought 
a gas stove on credit. It wasn't non-productive, we 
had to cook oar meals and it was very important to us, 


but somebody perhaps looking at the transaction from 


 eutside might have thought it very foolish. 
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MR. SIMONE: I agree, Mr. White. I remember 
some years speaking to the Associated Credit Bureaus 
of Canada at a convention and I made a similar statement, 
and I was challenged because I seoxknyeantiae -=indirectly 
suggested there should be some such curbs which I don't 
dare suggest, but I do suggest that when the automobile 
manufacturer try to tell me that I should have two 
cars in my garage and everybody should own a car because 
it is good for the country, because it keeps the 
production lines rolling and it makes a job for me, I 
don't want to buy that sort of thinking. They have a vestdd 
interest supporting this idea. Today the man living 
in Metropolitan Toronto, if he doesn't need a car for 
business purposes and he is making the average salary, 
and I know it's dangerous to quote averages,but if he 
is making the average salary which is around $4,500.00 
in the Metropolitan area, he cannot afford to drive a 
car. This is what I mean when I say if he buys a car 
he is buying a car for non-productive reasons. 

Going back to this address I made to the 
credit bureaus, after the meeting we got into a bull 
Session as often happens, and I asked these credit 
bureau managers --- I said "How many of you buy on 
credit at these high rates?” And they had to admit 
none of them do --- they are too smart to expose 
themselves to it, but then why the double standard, you 
know? Why force the consumer to buy this line of 
reasoning? It is ~— to be forced on them because, 


Mr. White, you sensed it yourself. The finance companies 


the banks, anyone'who lives off credit is going to 
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promote it, and there is only one agency that can step 
in and represent the consumer --- the consumer is not 
knowledgeable; he is not organized; he is not vocal --- 
there is only one ageney that can step in and represent 
his interests --- I think it is the Government. 

MR. WHITE: Well, I hate to say, I mean, 
getting back to that illustration of the Car; 
it may or may not be productive to the individual. TI 
just wouldn't want the Government to enter into that 
in any way. 

MR. SIMONE: No, I am not suggesting that. 

MR. WHITE: If he has a couple of thousand 
dollars and wants to buy car, well, that's up to him. 

MR. SIMONE: No. I am suggesting --- this 
is where education comes in. He has got to be shown that 
that car would cost him perhaps a thousand dollars a 
year out of his disposable income. This is staggering, 
because this man as soon as he starts to pay that kind 
of money on a. non-productive article, his family are 
going to go without something, and like Medicare -- Medicare 
is good for the people of this country --- it's good 
that everybody be healthy --- it's good for the country. 
Likewise if everybody is financially sound, it's good 
for the country economically. 

MR. WHITE: The point I make is that you 
used the word non-productive. That might be the 
most productive possession in that wage earner's --- 
that that wake earner has if it gets him out of the city 
on weekends and so on, gives his children a chance to 


get some fresh air and exercise. 
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MR. MacDONALD: Regardless of an education 
or an adequate food budget? 

MR. SIMONE: Oh well, maybe so. 

MR: MacDONALD: --- they go without. 
If it is $1,000.00 or $4,500.00 ---- 

MR. WHITE:: This type of --- call it 
education if you want, or call it moral Bunepiusan 
but I would certainly hate to see the Government get 
into that kind of directimof the citizenry, because it 
smacks of totalitarianism. It may be that the Government 
should insist that the cost of credit: be expressed as 
a percentage. It may be that they should further 
educate the children in the province that various vates 
of interest are charged by various lending agencies --- 
some may be too high, and so on and so forth. If we 
decide to do that, it seems to me that the Government 
should go no further, because it is up to the individual 
consumer what he wants to do with his money. That is 
the kind of thing that I find very abhorrent. The 
N.D.P., of course, is all for that approach. They think 
everybody else 
the higher-ups, because I don't believe in that. And so 
aS a matter of philosophy I want to make the comment 
that what may be non-productive to this, gentlemen, 
may be extremely productive to the consumer himself. 

MR. MacDONALD: I will make this very brief 
comment, and not get into this philosophic argument 
by refusing bo go any further than Mr. White has 
indicated he, in effect, wants to lean certain pressures 


and directions which come from people who are completely 
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irresponsible in dictating how in effect money is being 
spent. 

Would you leave your credit potential -- In 
other words, you leave your credit fraternity the free 
reign they. have got today, Thy are just as effectively 
directing how people's money is being spent as though the 
Gurr eketesit laid it down as A, B, C, D. 

As a matter of fact, the kind of argument 
you put forward, despite its overtones with regard to 
the N.D.P., is if you want to leave 
the free enterprise structure, regiment the people into 
doing what they are now doing under the name of Freedom. 
Behind the scenes there is not Freedom --- the whole 
impact of advertising, of the credit promotion and 
everything else ---- sure nominally he is free to do 
its put in fact the pressures are so great that he in 
effect on that is doomed. And he is really as effect 
ive as if the government ‘laid down the law. 

MR, REILLY: The consumer does make the 
choice, doesn't he, Mr. MacDonald? 

MR. MacDONALD: The consumer makes the choice 
after he has been submitted to such --- 

MR.REILLY: You wouldn't deprive him of the choice, would 
you? 

MR. MacDONALD: Let me put it this way. 

“omaeRIRE TY: The consumer makes the choice 
in exactly the same way as the consumer in Russia makes 
a choice. After he has been so completely brain-washed 
that he is incapable of coming to any other conclusion, 


he then presumably is making a free choice. It is exactly 
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1| the same philosophy, as a matter of fact. If you brain- 

2| wash the people so completely with a certain approach 

3| to credit, then they will do only one thing. Ie you 

4|| brain-wash the people of Russia, they will do only one 

| thing --- 98% widia-wote. for. Khruachev.. 

6 MR. REILLY: You don't have much faith in 

7| the intelligence of the people. 

8 MR, .MacDONALD: - Well, I have great faith ¥n the 

g| intelligence of the people, but the intelligence of the 

10| people is going to be able to express itself only if they 

11| can see both sides of the question, and the reason why 

12| this Committee is sitting is so that we can open up 

13|| Some of the avenues of the current status quo --- 

14) the existing credit fraternities, so to speak, want 

15| to keep those so that the people won't know how they 

16|| are being hoodwinked. 

17 MR. REILLY : Well,if the people earn 

1g $4,500.00 or $5,000.00 a year, I think they should 

19|| have a right to spend that the way they like 

20|rather than make their decision. I wouldn't want to 

interfere with their decision whatsoever. 

MRe MacDONALD: You should not be on the Committee 

Now, if the purpose of this 

Committee is going to be at least open up some doors for 

getting information to the people so that they can come 

to a more intelligent decision instead of being so 

helpless a victim of a brain-washing advertising 

approach to Sear so that they end up doing things 

that --- and they are doing --- much of the sense 


of direction if if they were laid down by law. 
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MR. EILLY: You don't think that there 
are people who earn certain amounts of money who want 
to spend that money the way that they like.to spend it -~- 
MR. MacDONALD: Sure. | 
MR. REILLY: ~- and take the enjoyment. that 
they want 
enjoyment? Are you going to tell them what to do? 
MR. MacDONALD: No. 
MR, REILLY: I'm not. 
MR. MacDONALD: .No. But your credit organizations 
who are presumably coming here to examine the activity 
of are, in effect, doing so. 


MR, REILLY: No, they are talking about 


they are charging. They are in business 


THE CHATRMAN: Mr. Simone's submission, suggesting 
that the public should have a little better idea what they 


are paying. Mr. White has said that they should make sure 


MR. REILLY: I should like to ask Mr. Simone, 
Mr. Chairman, how long this mortgage form has been in 
effect and 1a Veit the mortgage form that I see in front 
of me. One is marked revised, and I am assuming then 


that this is a revision of the original which lay below it 
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MR. SIMONE: That is correct, 
MR, REILLY: And this has been in effect 
since '60 or '61? 
MR. SIMONE: ‘he has been in effect 
since approximately July the 1st, '60., 
MR. REILLY: Does this apply to every 
mortgage issued whether first, second, or third mortgage? 
MR. SIMONE: It only applies to mortgages 
arranged by people who are registered under the Act, 
whether first, second or third. 
MR. REILLY: Now, would you mind 
clarifying that by people who are under the Act? 
MR. SIMONE: Yes. That, for example, a lawyer 
who would arrange a mortgage in the ordinary practice 
of his profession who doesn't class himself as a 
mortgage broker who does not complete this loan, but a 
lot @ them strangely enough, by conceding 
MR, REILLY: I thought I heard you say something 
about seven hundred mortgage brokers; is that 
correct? 
MR. SIMONE: That last count we had seven 
hundred mortgage brokers right in this province 
of which 162 were lawyers or legal firms. 
MR. REILLY: Then there may be real estate 
men. or lawyers who would prepare and sell -- purchase and 
sell property and which they would allow first, 
second, or third mortgages and not come under this. 
MR, SIMONE: Mr. Reilly, all real éstate 


brokers are automatically registered under --- 
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1 MR.. REILLY: They are. 
MR... SIMONE: --- so that they would 
3 have to complete this form. 


MR, REILLY: Fine. 


4 

5 MR. SEDGWICKs: Mr. Simone, why are lawyers 
6 exempt? I. don't see them in the | 

7 MR, SIMONE: No, they are not exempt. . There 
8 are 700 that we have registered in the province, and 


9 only 150 lawyers consider themselves --- 


10 MR, SEDGWICK: -~--mortgage brokers. 
11 MR, SIMONE: . ---. mortgage brokers. 
12 MR. SEDGWICK: If they want to do any mortgage 


13 brokerage business, but the ones who do any mort gage 
14 brokerage business ought..to, be registered. - 
15 MR SIMONE: That. is dt. 

MR... WHITE: Mr. Chairman, Mr. Simone on 
page 3 refers to the mortgage broker .-- unconscionable 
interest rates. I am wondering what he considered 
unconscionable. 

MR. SIMONE: Before you consider a mortgage 
unconscionable it has to --- it has to look at the 
property and has to look at the man's ability to repay, 
his credit record; all. these factors would have a bearing. 
For example, a man might be sib etapene a $500.00 bonus on 
a $2,000.00 mortgage, as I had last week, and on the 
face it would look like he has been taken. When I got 
the explanation from the mortgage broker, this man had 
18 division court actions against him. His property 
was in a run-down area. It was not a good property --- 


he was a hirhepisk decal, It was a first mortgage. 
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He couldn't get one anywhere else, so he had to pay that 
rate, so I knew that it wasn't an unconscionable rate, 


but because it was a high-risk deal it was ---- 


MR, SIMONE: Right. But this man should 
not have been borrowing, in my humble opinion, but I 
agree with you e~aslydonit deny him the privilege of 
going out and hanging himself financially, which he 
probably was doing. He was trying to borrow himself 
out of debt. 
I have the file here of a mortgage 
broker who --- 
THE CHAIRMAN: We'll see if any of the 
other members --- Mr. Common? Mr. Noden? 
MR. NODEN: There is a lot to be said. 
This thing becomes complicated in my -- in front of 
my vision. I just wondered where we were going. I think 
in terms of the once bitten, twice shy. I think that 
is*an-indication:of the way in which we live, 
and if such a chap was given, say, $10,000.00 and he 
had no experience in handling it, it would slip through 
his fingers like water would through a seive. He has got t 
learn by actual experience. I think this still applies 
in borrowing money and people today and their buying 
on time. They have got to learn by experience. It is 
the only way youreducation is going to proceed --- 
in that manner. 
THE CHAIRMAN: Mr. Letherby? 
MR. LETHERBY: Well, you said there were so 


many things to be said --- so many questions to ask --- 
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I think we should all have time to digest what we have 
just heard from Mr. Simone this morning. I think 

that his was a marvelous document, in my opinion at 
least. And I am of the opinion that the greatest | 
percentage of our people are marching to financial ruin 
because of the practice of certain loan and finance 
companies trying as you say 


brainwash them into mortgaging themselves for all kinds 


I think too, free enterprise or no free 
enterprise, that the time is fast approaching if this 
document bears any relation to the truth, a Government 
agency or some body with authority has got to.step in, 
and show these people that they are walking over the 
precipice of financial ruin. Not only these people, 


but I think that it could bankrupt the country. 


MR. LETHERBY: Stop! 

MR. MacDONALD: I figure that the great 
majority of the peopie --- my neighbours --- are if they 
see some inducing propcsition that can be financed 

easily, so to speak, they don't have to pay anything 

until next year or three months or six months, they figure 
it is a painless method of eal ys something for nothing, 
and by the time they have mortgaged themselves for stoves 
and chesterfields and houses and cars and summer cottages 
and speedboats and outboard motors, why, the situation 
gives extremely grave effects. I think it isbownd to. 

I don't know what the solution is yet. I don't think 


any of us do. We certainly have got to give this a 


hard look and we have got to show these people that 
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Somebody has got to put the brakes on someplace. 

The interest rate has got to be spelied out 
very simply, so they will know just what they are 
Signing. 

As you say, Mr. Simone, these boys 
who run these finance companies and corporations --- 
they're not suckers or gullible enough to go in and 
take on these deals, but still they can make a dandy 


advertisement or argument for the public. 


MR, WHITE: Correct? 
THE CHALRMAN: Mr, White? 


MR. WHITE: Well, I would like to get 
back to this matter of terminology here at the bottom of 
page 4 ~~ what you ‘call the effective rate of 
interest. I would like to suggest that a method similar 
to the formula devised for mortgage brokers i having 
them declare the normal interest rates | 

Now then, you have to study the 
formula to clear up the questions that Mr. Simone 
urged in your experience and you can 
likely do it very quickly. 

‘What is to prevent that? 

If the minimm annual rate of interest 
on this mortgage --- you talk of the minimum. Why can't 
aman put down 1% in the minimum for the 1% and the 


maximum 50%. Do you see what I am getting at? 
You make this statement, minimum. 


MR. SIMONE: You have the statement on this 
mortgage for 
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in front of you, have you? 

MR, WHITE: You used this word minimum --- 
that's what I Papa See at. It seems to me that if a 
chap were interested in fooling a mortgagor, 
that he might put down 1% there, and I don't know --- I 
don't know that that would be incorrect. 

MR, SIMONE: On the statement of mortgage 
form, Mr. White, Item 5 in accordance with The Interest 
Act, of course, requires stating of the interest, 
as a simple kind of rate. Now, we inserted Item 4 
requiring the calculation of the minimum annual rate 
only where a bonus is involved, So we hope the 
borrower will relate the two figures. 

You get ---- an example I cited 12.4 would appear in 
Item 4 and 7% would appear in 5. We hope this will 
assist them a little bit. 
Pet ad 
MR. WHITE: Why couldn't a féllow: put down 12% 


in Item 4 and’ say that is a minimum, the maximum 20%, 


MR. SIMONE: 

He could put down‘ 1%. Indeed he could, Mr. White. 
Now, he runs a calculated risk of this deal coming to 
my department's attention © and once we find him lying 
about the minimum rate his licence is going to have 
to be. forfeit. 

MR, WHITE; I am not talking about lying. 

I am talking about ithe ©" word minimum. It seems oi 
me that by exeluding the word minimum in it --- your 


interpretation may suit to leave the word minimum out. 
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1 Yes, I know about that. 
2| This is the legal approach again --- the definition 


3] of minimum. I know what you mean. 


4 
2 
6 
7 MR. -SEDGWICKs.. Itels not legal at all. 
8 | It occurred to me that if 


9| you use this language, "considering the bonus paid, the 


10| true interest rate is not correct then." 


11 MR. WHITE: That is right, and the,.other word dceasn't 
matter. 
19 MR. SIMONE: And yet we have it even --- 
13 THE CHAIRMAN: You know Mr. Jaffray has 
14| his hand up there. 
15 MR. JAFFRAY: I think Mr, Simone knows 
16| this. 
17|| that on these mortgage brokers! deals the mortgage 
document shows the rate of interest, say, 7%. But 
when there is a bonus involved, it increases the 
effective rate of interest. Il anigbiswyercend I. am a 
Wittleishaky:.on thiscbut, \Tjhave' had a lawyer say to 
me, he was. in the mortgage brokerage field, be 
very careful to get a complete borrowing agreement and 
the language in it is quite plain, easily understood, 
and the borrower knows that he is paying a bonus. 
I say, well, why do you go to such great trouble to 
get this bonus agreement. He says, well, under The 
Interest Act I have to have this, because Section 6 ofthe 
saysinterest on the mortgage is the interest including 


the bonus, so the mortgage indenture is gone for, say, 7% 


Ok Shae 


4 % 
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various formulas that these mortgage brokers apply, 

it can work out.We had example of where by using 

different formulas it could be as high as 21%, but it 
could be 14%, so we say the minimum --- the figures 

cannot be challenged no matter what formula you might be 
using. It must be shown. So, the borrower when he 

starts locking at his mortgage document at a later date 
isnot deceived into thinking he is paying at least 14 and 
he may be paying 21, but so that he can't get into a lot 
of arguments we stipulate the whole statement we 


stipulate the whole statement. 


MR. MacDONALD: Mr. Jaffray, what percentage 
of the cases does the minimum becometthe effective 
interest rate? ‘In any? 

MR. JAFFRAY: None. 

MR. MacDONALD: Well, you see this is where 
not as ‘a lawyer, but as a layman, I think this is 
misleading. Because I think that the layman's sort of 
instinctive reaction is that if the interest rate is put 
down there this is the minimum rate, this is likely the 
effective rate in a vague sort of way, and you confirm 
what I suspect is the case, that the minimum is never the 
effective rate. 

MR. SIMONE: Where a bonus is involved 
the minimum can never be the effective rate, Except 
where -- I am sorry -- there is --~ except where 
the borrower repays the whole principal at maturity. 


MR. WHITE: Well, shouldn't ‘that be changed? 
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To. show the actual annual rate of interest? 


MR. SIMONE: We anticipate this, Mr. White. 
3|| We feel we want to give this a try. Bearing in mind 
4 its objective to try and tell the borrower something, 
5/ not in terms a lawyer or a mortgage broker might use. 
6 MR, WHITE: But you are misleading the 
7|| borrewer now. 
8 MR. SIMONE: Let's say he is being less 
9| misled under the former system. 
10 
11 THE CHAIRMAN: Mr. Irwin has some questions 
12| he would like to ask of Mr. Simone and perhaps Mr. 
13| Jaffray. | 
14 MR. IRWIN: Well, I just was curious. I 
15|| think Mr. White was just touching on this peink.. I 
16|| would like to ask Mr. Simone why is it desirable to 
17| have the wording of line four expressed the way it is, 
18) when all of the information is required on the form 
19] which dace to be able to determine the exact rate of 
20| interest, because you are dealing in paragraph five 
21) the terms of repayment, so that this is spelled out and 
22|| therefore, by taking the effective principal to be 
23|| repaid, a $3,000.,.a bonus, the stated ratevor interest , 
24|| the terms of repayment, you have all the facts 
25|| necessary to listing on the form the actual effective 
26 rate of interest. 
27 MR. SIMONE: Well, let's take the example 
28! I cited earlier. $2,500.00 for $3,000.00 at 7% for 
29 


five years. On the original statement of mortgage form that 


goes out: to the borrower -- principal amount of 
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1/ the mortgage is $3,000.00 with a rate interest of 

2) seven per cent per year would be repayable in equal 

3] monthly sete tndvibls of so much, and so on. 

4] Item 7, the the bonus of $500.00 would be shown, 

5 Now, he thinks he has got a 7 per cent mortgage. 


6| Whereas, in fact, he has got a minimum rate of 12.4 


7) and an effective rate of someplace between Pf end “el 
8| per cent. 
9 


MR. IRWIN: I think this is my point, Mr. Simone 
10] I understand all that would be required, what you are attempt- 
'BAg to seeong ith ®t the fam and don't think that I am 
being critical, If the information asked for in 5 
were not required to be declared on the Torm;, Guen. . 
would think you would be obliged to resort: to your 
Simple formula to give a minimum rate of interest; But, 
your form is actually asking for the rate of repayment, 
and therefore, having that rate of repayment it's a 
very simple matter of determine the exact rate of interest 

MR. SIMONE: It is for you and I. We have 
to assume that the average borrower is not a knowledgeable 
person, 

MR, IRWIN: Oh, I agree the borrower 
if I thay use the borrower, but the borrower isn't Ps rie 
out this form and the borrower isn't calculating the 
form. This form, I presume, is filled out by the 
registered mortgage brokergcc, and believe me, he is 
well equipped to figure out exactly the rate of interest, 
And your form is asking him to declare all of the 
omnponsh te of the equation necessary for him to calculate 


the exact rate of interest. 
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MR. SIMONE: I see what. .you are suggesting . 

MR. IRWIN: And therefore, why don't you.-- 
you have asked him to give all the information, and he 
has the facilities -- why don't you ask him to give 
the exact rate of interest. 

MR. SIMONE: We have come in the back door. 
What we should have said -- what we might have. considered 
was, where a bonus is involved, the mortgage broker is 
required to. translate the bonus into interest. 

MR. IRWIN: That is right, yes. 

MR. SIMONE: Because you are asking him =-if there 
is any doubt about the number of instalments or so 
on, then perhaps you have some grounds for making it 
Simple; but you are asking him to declare all of the 
components, of,.the.calculation. So, therefore, why don't 

you ask him to give the exact. rate? 

MR,-MacDONALD: If you don't. do that, disclosure 
is,really.. ithe; spirit. ee Oe Toe. temean, lL bhink at 
boils down to that for the average "Joe" who. get it, 
not. for the man who.is working it out, because he knows 
what is behind the thing, 

Mind you, this form could be changed again. 
This,is.not.in.the Act. .This.is, by the. authority. vested 
in the Superintendent: to devise this particular form, 

MRz-IRWIN : Well, there is just one point -- [| gon! 
know whether Iam making.myself clear... You are 
asking for all the components, but you are allowing 
them.to.slip out on the. calculation. 

MR. MacDONALD: .Mr. Chairman there is one 


other.basic point that I. would like to pursue. I think 
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will find boat our mutual conservatism finds common 
ground, | | 
I think the real problem in our society today 
is that we are living in a period when we are told to 
follow the Victorian precepts of saving - always having 
your money -- be frugal, and so on. Then, the whole 
cozy paraphernalia of credit and advertising is precisely 
the opposite; and I am not just critical of the free 
enterprise. However, this is true of the credit unton 
movement. In the credit union movement you are persuaded. 
If you need something, borrow it. Why wait until you 
are ten years younger and this is -- ten years older, 
and it means you are just not going to have it for these 
ten years, and you have only got three score years and 
ten; perhaps a little more now with the antibiotics, so 
why not enjoy it. But there is this basic conflict in 
the philosophy. But if union people be getting more and 
more in debt and the figures are very, very conclusive. 
Now, the question I wanted to fasten on growing 
out of this, was..Mr., Simone's comment that Canadians 
are wakening up to this proposition of personal bankruptcy. 
Now, I fave always felt, perhaps Iram back to 
my normal mode now 
the corporate bankruptcies were really a delight to 
unload debts, and that there are some people who operate 
corporations who do this as a steady regular practice. If 
you get in too deep, you Just gO in bankruptcy and you 


unload your debts. Now if this kind of thing carries over 
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into the personal field, to the extend that it apparently 


2|/) has not happened in the United States, I think this has 


a serious wert of below-the-surface affect on the economy, 

I mean people are deliberately going into debt, 
or, certainly without any serious care they are going into 
debt. They unload their debt on the economy -- I am not 
a professional economist -- I just can't estimate the 
Pabkrampact of this, but I ee weniats that it is a serious 
impact on the economy. Now, you get back to the question 
in which we have our philosophic difference: How, and 
to what extent is it legitimate for the Government to 
intervene in what may be tonthen qualifications on the 
freedom of a person to borrow or spend his money, when 
the end hespat of this is going to be a:piling up of 
personal bankruptcies or of corporate bankruptcies, and 
you have got a real cancer within your economy. Now I 
don't know the answer to this, but I was very intrigued 
with Mr. Simone's comment there that Canadians are wakenin 
up to personal bankruptcies because this is an awful 
easy way to get everything you want and need, and then 
just declare yourself personally bankrupt and then unload 
your debts. 

THE CHAIRMAN: Would you like to elaborate 
on that a little, Mr. Simone??<- 

‘MRYCSIMONE: It's again -- It's 4 bit of 

a generalization ... . I suffer from an occupational 
hazard in that I see the worst of credit. I have been 
in it for 18 years. I have been Registrar for nigh- 
on to 13 and I sometimes have to get ahold of myself 


and try and be completely objective. In the last six 
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months, I know of two cases of young men in their mid- 
twenties seeking relief on personal bankruptcy. Now, 
two cases =-« that doesn't mean anything. But, I personall 
-- If I got it to the point, if I seul cenee vans I had 
three or four thousand dollars worth of debt, and this 
is not unusual, and I couldn't get out from under it; 
there is no more dishonor to seeking relief by.personal 
bankruptcy. 

WR. wIAFFRAY ts Ineak give you another example. 
We, have on our staff a German; .new to the country, and 
he wanted the high standard of living we have materially, 
and he started to get phone calls because of this 
instalment credit, and I had to take it up with hin, 


and he, in part, tried to exonorate himself by 


saying. his next door neighbour was a high-school teacher 
who went into personal bankruptcy, and he asked Le me -- 
he said he Bo ee ee an imported car, ali 
the latest equipment and he has gone into personal bank- 
ruptcy and he is left with.the material things. They 


won't be repossessed. I. said they must be repossessed. 


In cross-examining him, 

I. found out that he had been..:. party to helping this 
high-school teacher beat the bankruptcy 

because he had borrowed and bought a second-hand washing 


machine, et cetera, et cetera, and had switched serial 


numbers. 
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So that when Simpon's or whoever owned the goods came, 

he didn't have the corresponding serial numbers, 

He pulled that ~~ 

so this man was very well qualified coat if this is. the,wa 
they do it faene country. It'seems a good idea to enjoy, 
the good things of life, I thought I would i.) .- 

follow suit. I had to say to him: Well, basically, it 
may be legally possible to do this sort of thine, Duc: it 
Simply isn't honourable and you won't stay with us very 
long if you proceed in this line of behaviour. That is 
just another case Hh Sid you can't-- I don't know -- 


there are different cases -- 


to find out what the increase is in significant figures. 


And what I am saying, > this business of 


| 
} 


/why do we use minimum rates;iiflweiwere as administrative 


ments to get into trouble with the law, because these 
various formulae nee eee rates through excluding 
certain charges that we would include as our definition 
of interest. But, the definition of interest at law is a 
federal matter, and they want to say, well, this charge 
for appraisal work -- a person borrows the money. 
I mean, the lender might pay to have the title searched: 


he pays all the legal disbursements. It is his lawyer 


that does it and the fee charged for all of these things 


-- that goes on the debt, you see. According to us 

he core "No, These are charges that you are 

entitled to recoverapart from x interest in order to 
insure eveete against the risk involved. So, we 


have to, knowing that if we try to include these charges 
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to get the total effective rate of interest, we could 
bevery easily challenged. So we have to take the 
lesser alternative, | It is a matter of degree for the 
borrower, We can't stop them from being deceived, 


but we can narrow the degree of deception, 
THE CHAIRMAN: Mr. Irwin? 


MR. IRWIN: Why not put down the actual rate 
of interest, though, and then say in addition to 
this actual rate of interest they are being charged 
X number of dollars for legal fees and so on. 

Yes, Lam not criticizing. de KNOW A is 


brand, new; but really as it stands, it is not adequate. 
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THE CHAIRMAN: Now --- 

MR. IRWIN: Mr. Chairman, may I make 
one or two other remarks? 

THE CHAIRMAN: Mr. Irwin has requested it --- 
go ahead. | 

MR. WHITE: I was following Mr. Jaffray 
and Mr. White. I ama chartered accountant, so I can't 
Speak in any sense of the legal problems here, but if 
there is a problem of referring to a rate of interest, 
because we feel that this might be unconstitutional, 
then I would just as a layman comment that line 4 
equally is incorrect or unconstitutional if you are 
referring to a minimum rate and if, as I suggested 
earlier, you actually work out the rate, and if this 
contitutional problem invelves something else saying 
that the effective charge to you as percent per 
annum in terms of interest, if you like. My point 
was that all of the components cle an exact calculation 
are very lax components and, therefore, why not 
have them put on the form. 

The other point here the: auditor 
in me comes out --- maybe I am stepping on improper 
fields for legislation or jurisdiction, but is there 
any requirement that a copy of this statement of 
mortgage form should be directed to your Department? 
If you have the right to ask them to fill it out, I 
as an auditor would think that an extra copy of the 
form could be made out and directed to your Department. 
I realize LF this were constitutionally correct to do, 


I can visualize you being swamped with papers, and I 
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1 don't ‘suggest for a moment that this is a good thing, 
al but using the principles of audit testing you could 
3| receive bales of these things and store them out in a 
4| barn somewhere in the country, but take a sample of 
5| them, which wouldn't impose perhaps that serious an 
6| administrative problem. =. osu. 0¥% 
7| I just make that as a suggestion. 
8 The other question I wanted to ask is did I 
9| gather that this was strictly a matter of voluntary 
10 compliance. I thought this --- I heard the suggestion 
11|| that some lawyers may fill it out and send it in, 
12]| and some may not, and yet I understood from Mr. 
13] Sedgewick's question ene all lawyers who deal in 
14 rortgazes are required to ibe registered. Is there any 
15] sense of --- is there a point at which a person or 
16|| a mortgage broker might on their own interpretation 
17| say I am not required to file this, or is everybody 
18 required to file it? 
19 MR. SIMCKE: No one is required to file this 
20 complete ----- 
No. I should --- make it up, yes. 
Complete this mortgage acceptance 
First thing it is registered under the Act. Therefore 
if a lawyer does not consider himself to be a mortgage 
broker within the meaning of the Act ---- 
MR. IRWIN: That is what I mean. It 
is voluntary compliance. 
MR. SIMONE: A person interprets whether 
they are required under the Act. 


MR. IRWIN: Thank you very much. 
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MR. WHITE: Mr. Chairman, Mr. MacDonald 


ol has raised the matter of bankruptcies, and I would 

3] like to make one or two comments as I have some experienc 
4] in this matter. I don't think I have ever gone into 

5| bankruptcy --- I haven't --- but I had a lot of 

6] customers who did, and when that happens, of course, 

7| %it is the business community that is cheated. I use 

8| the word cheated applying to those bankruptcies in 

9| which officers of the corporation have deliberately 

10| drained out cash by paying such high salaries or 

11 high expenses and things like that. 

12 There are two types of corporate bankruptcy. 
13| There is the kind that Mr. MacDonald dwelled on 

14] where unscrupulous businessmen form corporations with 
15| limited capital, they procure a lot of supplies and 

16 services from suppliers, they pay high salaries and 

17 in other ways avait ations? out expending their 

18 revenues on themselves, and the day comes when they are 
19} insolvent, they put the corporation into bankruptcy 

20|| while their own personal financial affairs have been 
ewrkery strengthened. That is going on. 

If that were the end of the story, I 
would be against bankruptcies of any kind, but you 
also have the situation where an entrepreneur will 
start a venture ingood faith: and for reasons beyond 
his control go broke. If there were no such thing 
as bankruptcy, if there were no such thing as this 
corporate organization which developed in the last 
100 years, there would be much fewer business under- 


takings ‘where a risk was involved. The great 
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1 risk there to being too tough in the bankruptcy laws is 

2 | that you are going to close out a lot of 

3 honest, well-intentioned entrepreneurs, and so while 

4|| there may be some tightening up, it will have to be 

5| Gorewith care. The point of fact is if the business 

6| community took upon themselves to use the laws as they 

7| mow stand, most of the problems would be eliminated, 

g|| because it is against the Criminal Code --- to do bus- 

9g, iness while insolvent, if4t is always. professional 

10 bankrupts were charged by the suppliers and sent to 

11|/ Jail. It wouldn't be nearly the custom that it is 

12 today. They are reluctant to do that, because in many 

13] cases the risk of the indebtedmess is spread over dozens dr 
14) hundreds of suppliers and for a few thousand dollars 

15 a particular supplier may not want to take a chance 

16 on issuing warrants for false arrest and Mr. Sedgewick 

17|| Will have to deal with the legal aspect of this, 

18 or .he may think, well, it is not worth my time and 

19| ‘trouble. It seems to me that business organizations like 
20| chambers of commerce simply have to encourage their 
membership to crack down on some of those professional 
bankrupts. In this way we could dispense with some 

of the disadvantages of the present bankruptcy laws while 
retaining some of the advantages, which is? to encourage 
encourage ventures in new business. 

Now, talking about corporate bankruptcy 
versus personal bankruptcy, when a corporation goes 
bankrupt, the officers may profit very much in the 
process ---- with a personal bankruptcy unless there is 


out-and-out fraud involved,as there WaSin the illustration 
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1| given by Mr. Jaffray, in ‘personal--. . 
2 | bankruptcy there is»no profit for the individual. He 
3| simply buys more than he can afford to pay for, he 
4/| goes broke; unless fraud is involved the Suppliers repossess 
5] all of his assets and he is left with nothing, except 
6| a very large indebtedness, and he can see no way to 
7| pay off this indebtedness, so he files for bankruptcy. 
8 i Mr. MacDonald and some of the other gentlemen 
9| on the Committee are very concerned, as I am myself, 
10| with unscrupulous merchants who oversell. Sometimes 
11 perhaps knowing that the buyer is going t have a lot 
12| of trouble, and he may find it impossible to pay off. 
13| Sometimes in anticipation of repossessing the item 
14||. after fairly substantial equity has been gained, and 
15|| then resell it --- sort of a double profit; that 
16| happens. This idea of personal bankruptcy introduces 
17 a note of caution to the transaction on the vendor's 
18|| side. If personal bankruptcies were used a little 
19| more, there would likely be less of this deliberate 
20); overselling and it seems to me that it might not be 
a bad thing if there were more personal bankruptcies, 
and not thinking of some of the moral aspects of the 
individual concerned, because ---- 
MR. MacDONALD: Noy nel fithe 
merchant is operating’ on the basis of getting an equity 
to the payment, say, half of it, then he can reclaim it. 
Certainly the personal bankruptcy is not going to 
throw any euliodeaiaee kes in to pay for it. 


MR, WHITE: Well, it would in some 


cases, though, because if-a chap goes into 
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bankruptcy --- presumably he pays --- he has paid off 

a fair amount of some items he has purchased, but very 
little of others, and if you had paid 10% on a new car whdn 
it was repossessed, and the dealer has to sell it at 

40% off the regular selling price, thea, obviously he is 
out-of-pocket | several hundred dollars, so I 

think that personal bankruptcy is, in a manner of 

Speaking, protection for the consumers at large. 

I think that's all that I wanted to say. 

MR. BUKATOR: I would like to think, Mr. 
Chairman, that through this Committee that sort of 
thing can be prevented. I have been in business for 
quite some time myself, and I meet a lot of vv 
pressure salesmen even 
to this day who will paint a very nice picture for you 
if items don't cost too much. It will only cost you 
X dollars a month to buy it and they even get into 
your private affairs by finding out how much you 
make a week and this looks very easy to him, at least, 
but once he is convinced that you can, then you sign 
on the dotted line and you are stuck with this thing. 

If this Committee -- and I 
am not going to pre-judge anything yet 
can expose these lenders with the highrate of interest, 
such as took place previous to this 
regulation that you brought into effect as much as 60% 
on second mortgages. If we don't serve 
any other purpose but to expose these people to the 


public, get a rate of 


interest eventually, I hope that some statutes whereby 
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1 the people will know exactly how much this payment 
2 is with the interest rate will accomplish what we started lout 
to do. In the last argument that has been 
4 given this morning, it all makes sense. We will have 
5] reams if we take these notes down, Mrs. Dell, we will 
6] have reams and stacks and stacks of speeches and 
7| that will make extra for someone, 
8] to use for politicalreasons. When the time comes, and 
9] I hope that this Cohatttes does not get political as 
10| it started a little this morning by --- 
11 
12 a little bit of-cross-fire between:you two, but I will -- 
13 
14 
15 L'il be the referee between the sides and keep you in you 
16 place if I can, 
17 I think that we can accomplish 
18] something. It is my desire to --- 
tS THE CHAIRMAN: We will move you in between 
20] these two later on --- 
; 21 MR, BUKATOR: I think maybe the fellow 
22] would get a belt in the eye just as soon as TI find 
23 out --- I think that we can accomplish what we 
24 started off to do, Mr. Chairman, and that is to expose 
25|| to the public that they are paying much too much for 


26 the money that they get. I think we are heading in 


27 that direction now. I would like ---- very much. 
28 
29 . MR. BUKATOR: ---much too much for the 


30 amount of money that they are getting --- paying 
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1 the rate of interest. Even I in the real estate business 
2 | have had people come to me and say "I would like to 

3) borrow a thousand dollars on the second mortgage", and 

4| they will pay anything to get that thousand. You are 

5 just prolonging the agony and that man is going me get 

6| Stuck anyhow, so I say to them "I don't know where you 

7|| can it!’ Maybe in a fashion I don't quite tell 
8| the truth, because they can get that second mortgage 

9| at 2% per month without any trouble at all, a couple 

10| of thousand. 

11 MR. REILLY: It might be worth it to 

12|| some people, though. 

13 | MR. BUKATOR: This is true. I knew --- no, 
14] not certainly it is. In some cases I will 

15] concede that to you, but in many cases when they have 

16| got that money in the final analysis you find that this 
17| individual has lost his home anyhow with the second 

18] mortgage, and so it is my opinion that at least if 

19|| we don't do nothing else for the public but expose 

20|| the rate of interest that they pay for the money that 


they get, we have accomplished something. 


MR. REILLY: I have an objection to that. 

MR. BUKATOR: Weit,IIT didn't think you 
would --- 

MR. MacDONALD: Mr. Chairman, may I ask 


our legal counsel.... I was rather interested in the 
comments of our chartered accountants that if you:-had 
on the form a phraseology which avoided specifically 

interest but said that a calculation of all the 


charges translated inte interest would be ---- 


A OST 
eeenteud osateo [ser edt atl I neva — 


bos ,"egsgdyom biooea odd no axsliob basanodé s wormed 


eis YoY .basavodd teddy tog ot gnididyas ysq Litw gods 


Jog oF goiog at asm tad? bas yogs edd gntgnoleta teut 
soy stedw wonx J'nob I" modt o¢ ysa I o8 .woryns aoute 


ifst etivp t'nob I cotdest s nt sdysM Str ~ eaBS 


sgsatiom Drooes dsdv teu aso yertt sassoed .ddwad edt, | 


elquoo s .lis ds eldyord vas twoddlw dtaom soq RS ts 
. basavons to 

og ti désow ed gogtm sr >¥IISA . AM 
| .dauont .siqosq emo 

on ~~~ wonn I .opeat at erat sHOTAMUa . AM 
{ftw I e@sesno omoe al .af ti Yinisintes gon 
Svad yond .norlw aseso yasm at tud .woxy o¢ sadd stillness 
afdit gsdt Patt wor atayisns fsatt edt af yenom tseds jog 
bnesea oft détw wodyns smod atid teol esd [subtvibat 
if gasel ts tadd sotatgo ym et db of bas .szssdrom 
ssogxs gud oflduq sd¢. rot sale zaniricon ob v'a0b ow 
wsad ysnom edt rot veg yeds dedad tessnetat to .sedsn.sodd 


~anididvemoe bedxetiqmeses svaed sw .t93R Yods 


-tsdt od nottostdo as ovsed I <¥iIISA .AM 

Noy wAnidd J'abtbh I .I Low °HOTANUE .AM 
--- Bbhivow 

Hes I ysm .asmartsdd .<M ;GIAKOGoSM , AM 


edt nit Bbotasrotat tonts1 asw i ....feanuoo [spel suo 


| bsd voy ti edd ednstavooos bstetdisdoe two to ednsommoo 


vifsotitoeqe boblovs doldw ygolfosrsuia s arrot edt no | 


ot eXiI bivyow I" yse bas om ot smoo sfiqosq ben ever 


4 
He 


€ 7 
a 
- 

2 - 


EL ye 


odd [fs To\motssivelss & seit bisa dud teoretat le 


De ee a ee a ee ee ee ee ee 


ANGUS, STONEHOUSE & CO. LTD. 
TORCNTO, ONTARIO 121 


Does this get around the constitutional 
- problem? 
MR. SEDGWICK: Offhand it is very difficult to be 


Sure, because I don't know what the Supreme Court of 


a eg 


g 0 cng 5 Carada is going to say. 
| I don't think the paragraph 4. which states minimum 
annual rate of interest is ‘unconstitutional, 
I think what Mr. Common said yesterday 

charging of interest and the case itself 
after all, with The Unconscionable Transactions Act, 


was an attempt to side aside the transaction 


because the interest charged is excessive,but I doubt 


very much if the courts would hold it unconstitutional, if 
you merely insist on a Statement of how much you 
charged, Disclosure, not regulation; 

MR. MacDONALD: Including the calculation 
of all other costs; is that it? 


MR. SEDGWICK: Yes, I think SO. 


MR. MacDONALD: As a layman I don't see why 
it shouldn't be. 

MR. SEDGWICK: Not. OG. iL 
as a lawyer, because they were 
charges, that they may not be able to do. If you are 
saying you cannot charge it, that ae may not be able to da, 


27 || If you are saying you can charge it, say so, 


MR. LAWRENCE: Well, I can't --- I apologize. 


LI apologize --- coming in late. I am sorry I missed 
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. Simone's presentation, but I was wondering in 


| the present. administration of the Act --- you have 


but do you feel your main emphasis is to require the 
disclosure of high interest rates, or do you put your 
emphasis on the kind of people that --- or kind. of 
brokers that they are in the business of obtaining 
too high a rate? 

MR. SIMONE: Our jobhas evolved into 
merely disclosure and without The Unconscionable 
Transactions Relief Act this mortgage broker's 


registration on it is not worth too much, 
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] 
6/25/RPS 1] because I can challenge any mortgage broker in the Province 


2 
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on the basis that I think his rate igs unconscionable, 


THE CHAIRMAN: This is ft Bite sie’ 

MR, SIMONE: He just comes right. back and 
says "I have disclosed it, and that's all I have to aos . 

MR.LAWRENCE: Do you feel that your duties - your 

emphasis should be further than a disclosure 

MR, SIMONE: . | Yes, definitely. 

MR,LAWRENCE: You do then. 

MR. IRWIN: Can I, Mr. Chairman, 

refer to. what. Mr. said and also 
to pursue a question that I had asked earlier. Again 
the auditor comirgout in me. 

Where in attempting to exercise, let's say 
audit. discipline in an organization, we often suggest 
that, for instance an extra copy of a form will pass from 
Monn Ao to, Mr, B. Mr. B’may do nothing with it, but Mr. A 
doesn't know that, and so, therefore, there is a tendency 
to control Mr. A's operation. I would like to ask two 


questions again: A -- Would it be within your. power to 


cemarmd an extra copy of this mortgage statement, and B -- 


Using the test method of examination, would this be 

a useful device for you to be able, when you. came across 
what cow Loans heed to be an exceptionally high rate of 
interest to at least speak to the mortgage broker and 
question, and to the mortgagor; draw to their attention, 
I think this would exercise a very salutary discipline 
over these transactions. 


THE CHAIRMAN: There are two questions -- 
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MR, SIMONE: We have the jurisdiction to 

ask for any information of any transacvion, As to 1% 
being useful I would say no. TI have talked to these 

fellows for three years and they are going to play this 
ive) the limit. They have got a good thing going for them 
here, and unless strict legislation “ts passed to cripple 
them, I had one brokerage tell me directly; he said "You 
Just give me 18 more months of this and I will be a 
millionaire." So, they are taking a calculated risk, 
What we found over these past three years is that most 
people that got into an unconscionable mortgage deal don't 
know it yet. They won't know until that mortgage matures, 
and they are faced with the ballon payment. Most of 
the deals that we saw that enabled us to cancel -- to deny 
registration to six applicants -- all deals that were 
signed bactein 157, 58 and 59, so that I don't think it 
Sor any VvValie tt us ‘TO Know. oC 

Your second question referred to going to the 
broker and saying: "Now we think you charge too much," 
That is of no value to us unless we can impose a penalty. 
Again, this is -- somebody is going to have to have the 
first say as to whether the rate is unconscionable or not. 

MR, LAWRENCE: Well, on what grounds could you 
refuse a licence or renewal of a licence? 

MR, SIMONE: Right now, about the only grounds 
we can use would be April amendments giving me the power 


to declare advertising misleading and deceptive. I can 


order a mortgage broker to pull the Act. If he doesn't 
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cancelled his licence for disobeying an order. 


We would cancel on technicality. 


MR. LAWRENCE : You wouldn't have any grounds 
for refusing, to renew a licence of a person who habitually 
according to the information submitted to you was 


charging an excessive rate of interest in line 4. .:. 


MR. SIMONE: .. We could cancel his licence, 
but any good lawyer would make a look pretty ridiculous 


on appeal. 


MR, LAWRENCE: Further on this point, my ques- 


tion may be rather facetious: is this government policy 


that you should worry yourself about the actual interest 


rate rather and put your emphasis on that rather than 
disclosure? 

MRoe SEMONE:.:. No it isn't. It isn't governmeni 
policy. As far as I understand our own effort is to be 
directed towards disclosure, 

MR.LAWRENCE::. Precisely, because of course 
there are great constitutional problems involved otherwisel, 
and therefore, I am wondering why you get into this 
field when, first of all, there is no legislation 
authorizing you to do so. Secondly, there is no 
constitutional validity for you to do so, 
and thirdly it is outright stupid, and I think it 
mal-administration under your section of the Department 
to.do this. Surely, the intent of the legislation at 


the moment is to worry about disclosure They 
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are going to be .. fools and ay every day. in this 
‘field. I have seen them, .I tave had some of them trottin 
in my office.every day, and as long as they know and 
have every opportunity to know what they are getting into 
how in the world can anybody set themselves up as the 
judge on whether.it is a-high.interest rate or it is not 
a high. interest rate. 
MR, MacDONALD: Except, I think, Mr. Chairman, Allah, 

you weren't infor a part. of our discussion. 

MR, LAWRENCE;:. I appreciate that. 

MR. MacDONALD: . If the main result of declar- 
ing the minimum rate of seven per cent is not to warn 
the person that is effective percentage he is paying is 
12 or 14 or 16 or 18, partial disclosure contributes 
to the deception, 

MR. LAWRENCE; This is where I claim you are 
falling down and I think it is because of the emphasis 


in your office of --- 


You are worrying at the moment 


about a high interest rate. and you have got no darn 


business to be worrying about a high interest rate. You 
should be worrying, I would submit, on making sure that 
people know what the interest they are paying at the 
moment is on these, terms. I think your interest should 
be such that you are negating the whole intent of the 
legislation, and you are, at the moment, outside the 
authority of government policy as well.as completely 


negating the whole intent and the constitutional validity 
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of the legislation that we have, 
MR. MacDONALD: Not in the redefinition of 
government policy that goes from the queries of Mr, Irwin 


and the comments of Mr. Sedgwick. 


MR.LAWRENCE: I am not so sure, I am not so sure that 
what Mr. Irwin and Mr. Sedgwick has said so far is some- 
thing that -- that what the government should be 

about. That is what I am worrying about, 

Just a moment. I think you are 
falling down on your job, if you-don't mind my saying so, 
because d’your pre-occupation with what is the high interest 
rate and what isn't the high interes rate, because I don't 
think anybody in this room or even in this City can tell what 

is the high interest rate under all the circumstances. 

I don't mind telling this Committee that at times I have 

said 24 per cent ona mortgage. At the moment, I wouldn't 

be owing my house, or rather have a substantial equity 

in my house if I wasn't able to get into the second and 

perhaps the third mortgage markets here in helping to 

finance that. Under certain circumstances, this is the 

only way that people can get to own their homes. And 

they, and the people involved at the time are the only 

ones who can tell whether it is a high interest rate or not. 
IL. feel that. the emphasis in those Departments 

Should be solely and simply, to make sure that people know 

what they are getting into. That is, as far as a complete 

disclosure of the effective interest and what they are paying 

to include all these things, mdI think, at the moment, 


we will hear later testimony from people in the field who 
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“TP gontt have a very high regard at the moment for this 

2 particular Act because of your pre-occupation --- 

4 . 

4 

5 MR. SIMONE: Yes, well I would have to answer 

6 that remark by saying that, this, in my estimation has bee: 

7 one of the dirtiest Acts to administer, and anybody who 

8 wants my job is welcome to it, because in three years, 

9 what I have Seen has sickened me, and I cannot administer 
10) this Act and separate disclosure from effective interest 
11} rates. Here, here. 

12 MR, SIMONE: I cannot do it, and I defy any- 
13 one else to do it. Now, I will illustrate my point. 

14 About six weeks ago we got a complaint from a very eminen 
15 C.A. here who, thank God, had enough charity in his heart 
16 to go back to this woman. This woman had borrowed eight 
17 thousand dollars on a first mortgage, and signed ten- 

18 eight. The hottie Bé was sold for ninety-three hundred 

19 asprare : So, the value of the risk on that mortgage was 
20 exactly thirteen-hundred dollars. No more, no less, 

21 because the only man who can set the market on the bonus is 
221 the lender. So, I told the broker, and I said "You've 

23 pocketed fifteen-hundred dollars on this deal. I 

24 have enquired as to the location of the property; sure, 

25 it's in the termite area but there is definitely a 

26 re-development in that area, This property is now worth 
27 twenty-thousand dollars of anybody's money." Well, he sayp 
28 


hat could be so- "What do you want me to do about it?" 
"Well, I think we should make an adjustment." "Why?" 


"Well, because the interest that you charged -- the bonus 
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Now, if I didn't say that, I would have to drop 
this case and: say "Mr, Jones, you made full disclosure", 
and he did disclose.the bonus. MR , LAWRENCE: But she knew what 

MR,SIMONE: 
she was getting into. She knew that she was paying the 
bonus, but she didn't know she was paying the effective 
rate of interest. I think it worked out to 37 per cent, 
on a first mortgage. So, this man’is buying time from 
us. He said "What do you want me to do?" I said "I want 
you to give fifteen-hundred dollars back." This woman was 
going to dispossessed the following week. The writs had 
all been issued -- all presented to me by the C.A. who went 
tor bat. "Oh," he says, "I couldn't*do that." Right away 
he starts the horse trade, you see,- 

To make a long story short, he gave back a 
thousand dollars. This is the third time that this broker 
has given back sizeable amounts; all based on whether or 
not I thought the effective rate of interest was uncon- 
BiOtapier I¢took it to the Superintendent -- it bothered 
me, you know, this is wheeling addealing with these people 
and he said "Well, I think our prime concern here is to 
save this woman's house, and if that thousand dollars 
saves her house, well and fine." And we made sure that 
it did because the money was directed to a solicitor who 
paid off the arrears on mortgage and taxes. 

MR. LAWRENCE: Mr. Chairman, I hate to 
belabour this, but L still think it is pertinent. I 
must not, I realize, enter into the philosophies here, 


whether you should be policing the rates of interest or 


merely ask for disclosure. I can't count 
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I assumed that your jurisdiction is under the Act, to 
require disclosure. Supposing that a registered mortgage 
broker ignores this form; he doesn't give it to the 
borrower. Now the borrower hasn't ‘ead the Act -- he 
probably doesn't know the Act exists, and you don't know 
whether it has been recorded. Where does that leave you 
in the matter of disclosure? 

MR. SIMONE: We may never find out 
Shoat it. The only way we can find out is on an examin- 
ation, and I have a staff of one examiner. 

MR. LAWRENCE: | Well, I think my point is 
then, if the legislation places upon you the 
gubreaeoersn of requiring disclosure, then, I think we 
should concentrate some attention on giving you the 
additional or recommending to you the additional tools 
to make disclosure erréective, “Inat'’ is the only point I 
am trying to establish. 

MR. IRWIN: Do you think the compulsory 
filing of these statements in every case with your office 


would help you any in the administration’ of the Act? 
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MR, SIMONE: Initially yes, but later 
on, no. Because I am afraid unie&s we established a hard 
and fast system of testing, as Mr. Irwin suggests, awd 
following up. . . These forms fall into a pattern and, 
as Mr. MacDonald says, they just pile up. 

You have to have a staff, and you have 
| MR, LAWRENCE: 
to apply yourself to it. One can't help but make the 


remark that there isn't much point in establishing a 


jurisdiction by legislation unless it is intended that it 
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MR, MacDONALD: 
1] shall be carried out. | This is the problem of the 
2|| licensing in the Nova Scotia Act, I suspect. 
3 MR, LAWRENCE: MacKenzie was here yesterday, 
ah Some thought should be given to making the 


MR. MacDONALD: 
5| legislation effective. I think what appears there 


6] I think there is a very useful exchange here, because 

7| if in the administration of the Act you don't look at 

8] the effective interest rate and worry about it; because 

9| this is the object of your disclosure to get this inform- 
10| ation across. What you are doings is perpetuating some- 

11 thing that is; in my estimate, legalized robbery. 
12 MR. LAWRENCE: Don't, for heaven's sake think that I am 
13|| a proponent of some of the mortgage loan sharks by any 


14] means, because what you know is -- 


17|| At the moment, quite frankly, I don't think we are getting 
18] anywhere near the root of the trouble; and that is because 
19|| the legislation says one thing, and government policy says 
20| one thing, and on the other hand, n thadministration of 

21) the thing | 3 you are worrying about something 
22| else, Perhaps in the way government is poking its nose 

23|| into everything these days, we are going to come to this 
24||state where you do have some individual sitting up here, 

25|| telling people what is best for them and what the 

26| interest rate on first, second and third mortgages should 
27|| be, and eidn pine else. I would hope not, but in any eveht 
28 perhaps we are moving towards that, but I don't think 

29|| we have come to that position yet because we don't have 


30 the staff, we don't have the means and we don't have the 
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experience to be ables toodo itso. Ll. think: that.the 
OME POs says one thing, and our constitutional auth- 
ority is directly along one line, and that is the way 
it should go in the hope that we can really find out what 
the problem is and attempt to attack it by that means, 
At the moment, we are not. This is the problem. 

MR. SIMONE::. I think I have given the wrong 
impression, Mr, Lawrence. I think I have to go back. 

We are not pre-occupied with the effective 
rate of interest, because the case I cited before =- that 
will happen once or twice in a year. Most of my time is 
Spent dealing with complaints from mortgage brokers about 
this competition advertising. Ninety per cent of my time 
is spent there: and: I'am constantly: getting after them to 
not usé gimmick: and\baitradvertising, to make: full.disclosure. 
For example, one of the requirement we have laid down 
for three years is that where you show a sample 
schedule of loans; you know -= you borrow fifteen-hundred 
and you pay $20.00 a month, You must also show the 
other pertinent information, otherwise, I-class it as 
gimmick and bait advertising. Why? Because the $20.00 
a month is a come-on, Low monthly payment, without 
emphasizing that at the end of five years you still owe 
as much as you borrowed, you see. So, we say: All right 
if you want to advertise in that fashion, we know that 
you haven't got enough room in a little classified ad 
to give all the pertinent information; but at least, 
give the effective rate of interest,and they shy away 


from it. They don't want to show the effective rate of 


interest and they come right back and they say: Why shoul 
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we show it? The banks don't show it, the finance companie 
don't show it... Why should we show it? 

I say to you, I don't care about the banks -- 
you are selling ” a low monthly rate and misleading that 
borrower into thinking that at the end of the term of 
that mortgage, that perhaps his obligation is paid off 
when in fact it isn't. You see, what they do is they -- 
Mr. Lawrence will bear me out «-- they write a mortgage 
for three years which may be advertised on a 15 year 
basis; without stressing that at the end of three years, 
the whole balance is generally due. What they stress 
is the positive, not the negative. 

It is not a bankable security. This is yow 
Signature only. This is the sort of deception we have 
have concentrated on. In the Toronto area, there is 
practically no more deceptive advertising amongst the 
mortgage brokers. In the outlying areas, yes -- Ottawa, 
Hamilton, Niagara Falls, London, we are still getting 
it. 

THE CHAIRMAN: Well, this is certainly a 
step in the right direction and we are making headway. 

MR, SEDGEWICK:: I meee like to ask one question, 
Mr. Chairman. Am I right in presuming it is a ballon 
thing insofar as it is: due at the end of the term of 
3, 55 7 years or whatever it is. 
MR. SIMONE: Exactly. 
MR, SEDGEWICK: . . . in the balance of the 


loan, plus bonus, plus handling charge. 


MR. REILLY: From the standpoint of information, 
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Mr, Chairman, do the mortgagors concerning industry and 
eeeneree come before your Department, do they also have 
to fill out as well as homes? 
MR, SIMONE: Yes, commercial type mortgages. 
But, we don't have the problem there, because we consider ithe 


commercial type borrower as a knowledgeable person and 


MR, REILDY: So this point I was asking you 
earlier -- what constitutes an unconsionable interest 
rate in this particular case that you told us’ about 
recently; 37 per cent was unconscionable because this 
lady was going to lose her home. Is that correct? 

MR. SIMONE: ‘“fes, and I would also rule that 
that 30 per cent rate is unconscionable on the basis 
that even though her home was completely termite-ridden, 
that she had not the ability to repay. I went into this 


¥Ou see, «5 should have charged the Depart- 


90) 


ment of Works or something like that. How could she 
carry a burden of 37 per cent: interest? 
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gets blamed. by the bLBiic fom someaorothes actions of 
civil servants, may IT sayy thate you ara takine 
your sheuldérs.a heavy fieldooforesponsibility that 
in) some casesoextremely learned people who have had 4 
lot more experience in the field than you or I will ever 


have, and who aiso sit on the benches of justic>: of 


this country have great difficuivy in decidh 


a thing is unconscionable or tot. 
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1} she can carry it or not and that particular. instance 


2|| would depend on the circumstances surrounding the matter 
3] at the time when she --- 
& 
5 MR, SIMONE: His licence wouldn't be 
6/ in jeopardy because of what I thought -- I only used that 
7| to get this woman back the money if I can. 
8 MR, LAWRENCE: I hope you are going to be 
io here when the Mortgage Brokers Association appears because 


10| t have a fair inkling they are going to have some 
complaints about the administration of the Section. We 


hope to be fair to you - that you are going to be here. 


MR. MacDONALD; TI think, Mr. Chairman, it would 


be very useful to have Mr. Simone here, 


THE CHAIRMAN: We certainly appreciate your 
coming. 

MR, MacDONALD; We have had two or three refer- 
ences to this "Buy Now-Pay later" 

MRS. DELL: We have two copies available if 


you want to borrow them, 


MR. MacDONALD: Is it one of these Penguin 
books? 


THE CHAIRMAN: Cardinal. 


MRS. DELL: Is it Cardinal? 
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able? 
MRS ; DELL: Yes. Coles and the Ontario: 
Credit League sell them at .45¢ each. 
MR. MacDONALD: If the Committee doesn't provide 


them, I will spring myself to one. 


MR, WHITE?\°Mr. Chairman? 

THE CHAIRMAN: Mr. White? 

MR. WHITE: From a humanitarian point of view, 
what Mr. Simone is doing is very commendable. Of course, 
it is hard to criticize him without looking as if you are 
allied with the forces of evil, but what may~be highly 
commendable from a humanitarian point of view may be 
extremely dangerous from a governmental point of view. 

I had seterat instances in London where certain boards 

or* the: Sclty had undertaken Acts which are flagrantly 
illegal, because they think it is the best thing for the 
community: This idea of a board of commission or 
‘government or civil servant being above the law, of course 
all done in the name of justice, leads to totalitarian 
regime, so without criticizing ss gentleman who seems 

to me to be an excdlent public servant, I question if 

that approach is desirable from the long-term -— stand- 
point of the long-term well-being of the community. 

MR. SIMONE: What alternative would you suggest? 

MR, WHITE: Well I suppose if the government was 
responsible for such things, mainly the federal 
government might consider imposing certain Acts in the 


MR. MacDONALD: Are they readily avail- 
mortgage that they thought would be desirable; | 
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I don't know. As Mr. Lawrence says, we get into a pretty 
‘tees field, because it may be that a knowledgeable 
borrower will pay 50 per cent on money and make © or 

70 or 80. That's why setting maximum interest rates is 
difficult and m 

Now, may I ask this one final question? At the 
top of this statement of mortgage form; this form. must 
be completed in duplicate, et cetera, and one half be 
given to the borrower at least 24 hours before he is 
asked to sign the mortgage documents. I have forgotten 
who it was, but it has been suggested in the House that 

condjitional sales contracts be cancellable at the option 
of thebuyer within 24 to 48 hours from the time of 
signature. It seems to me that the buyer would have a 
little more protection if, he could cancel out after the 
Signature, rather than be provided with a form for 
certain number of hours before signature. It just seems 
to me that the SechhedoRne point of view -- a fellow 
has made a purchase, then becomes highly conscious 

of what he has paid and the terms and conditions and 

so on. J wonder if it wouldn't be,.more. effective, if 
they had the option of cancelling out within let us say 
48 hours. 

MR, SIMONE: Mr. White, unfortunately the 
mortgage brokers anticipated all this. This is not 
binding. This is aid a disclosure form. . Before the 
borrower signs this form, the broker has had the borrower 
Sign an application form. Now, those of you who are 
lawyers here might just make note of this -- that what 


we found was happening, . on some of these application 
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forms the borrower commits himself to pay the full charges 
if the deal becomes abortive because he gave false 
information or failed to pick up the mortgage. Now I 

am not a lawyer, but set is the sort of thing, Mr. Lawrente, 
that I had to start to pay attention to when I got 
into looking after this sort of enterprise, I found that 
the broker was registering this application on title in 
the face of Chitty's Rules of Practice which says you may 
not register on title as a lis pendens 
where the interest is nothing more than a money interest, 

| Now, this didn't happen in land titles, because 
apparently the Registrars there are more knowledgeable 
people. But, in the Registry Offices these doggone 
forms were being accepted and put on title, and the borrow 
er, being unhappy with the the application -- the borrower 
being unhappy.with the deal that was offered to him or 
for any other reason, he goes to another lender so that 
lender proceeds to try and arrange a mortgage, and immed- 
iately he searches titles he finds this lis pendens. 
So, a lawyer is called into the picture if the poor 
borrower can afford it, and the borrower recognizes this 
as an entirely legal procedure, but, he still has to make 
a motion to get this thing removed from title. 
He still has to go to, and inspects on behalf of his 
poor borrower, 

MR. LAWRENCE: Are you suggesting that an 
application for mortgage which in effect is a legal docu- 
ment with obligations and responsibilities due on both 
sides. I imagine there is not 


an insurance company, a trust company, a bank, a -- anybod 
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at. all in the real estate business today, not only today 
_but. for the last fifty. yearsi that hasn't had these appli- 
cation forms. Do you say these,,should: be legally not 
binding upon either party? 

MR, SIMONE; No. We rule this way. We said, 
all right now, you can leave that clause in your contract, 
but the borrower is liable for the cost, but we made 
them take out. or at least we are trying to make them 
take out the other little clause that says that this 
application shall become a lien on property just the 
same as if it was a mortgage. 

MR, LAWRENCE: Well, how do you collect on them? 

I mean, how do you collect on the cost 
on charges% Take a trust company - a hypothetical case 
where A, who has a home applies to a trust company for 
a mortgage. He signs an application, and in every one of 
these things that I have ever seen, it says by signing 
this application I say that. I will be responsible for 
any cost or the charges incurred by the trust company 
in approving this .i1oan in case the loan goes sour, in 
effect. Now, once that application is made, the lender - 
to-be goes to a fair amount. of trouble and a fair amount 
Sr expense in seeing if he wants to loan this .money 
to him. aC | He has 
extensive real estate valuations done and a number of 
other things. Now if, when the deal. goes sour, if the 
lender—to-be cannot come along and place an encumbrance 
or a lien on the only assets that this man -- that I 
have,and what in the world good is there when 


you are getting into a situation where the guy has got 
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i nothing to lose. A, the borrower has got nothing to lose 
2 ‘by going out and incurring all sorts of expenses. 

3 MR. SIMONE: Well Mr. Lawrence, 

4! there is nothing stop the lender from making this demand 
5] on the borrower under the terms of the contract. 

6 MR. LAWRENCE: Yes. 

7 MR. SIMONE: Ifcthe borrower refuses to pay, 

81 sue him and prove your claim in court; then file on 


9 title, but not to’ file what is in effect - to.use an 


10] illegal process which is being countenanced, 
11 MR, LAWRENCE: Well, of course, you are 
12] aware that really this isn't an incumbent a) -- or 


13 at least I hope you are aware. 
14 MR, SIMONE: Yes. 
15 MR. LAWRENCE: It is just merely notice on 


, 16 title to anybody who comes along later. 


WA) os 

18 MR. SIMONE: The face that --- | 
19 | 
20 MR, LAWRENCE: And if he doesn't start an action 


4 | 
21 bbout: pretty darn soon, well it can just be very easily 


22 removed from there. I would assume there were --- 
23 ee In any event, before it could be 
24 an incumbent before the guy could collect on anything, 


25 or the trust company can collect on anything, it has got 


26 to go through the courts. This is the whole point. 
27 oh 
28 MR, SIMONE: But the injured party has 


29 to take it to court. He has no money, because f® has been 


30 trying to borrow money. 
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Mr. Chairman, I would not like the Committee 
_ to go away with the impression that the Department of 

Insurance is acting without regard to Government policy. 
We certainly are not. Mr. Simone is merely talking 


about the sad case, in dealing with extreme situations. 
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8 1 ry dian bi are Se. peop) 
9 ||. 
3) | . Now,upon this first feature, 
4 if, as Mr. Lawrence suggested, the reputable 


5| borrower who is doing all of those things in that he is 
6|investigating,evaluating and what-not to protect the proposed 
7idebt,he is certainly entitled to recover his out of pocket 
8] expenses and his time to be able to sell it, but 
9| any persons that Mr. Simone has in mind are not 
10| reputable and they are not representative of the 
11 mortgage brokers generally. There are very few of them, 
12 put they een See these people that they get on the 
13 hook. who may not even be looking for money. They 
14 arin ihoce th sleek-toned females --- telephone operators -- 
15 whi phone in subdivisions and a line of nial 
16| which leads the housewife to believe something other 
17 than what actually is intended. Then these phone 
1g operator who goes by a name which leaves the impression 
19 that they are very reputable companies, and very 
20|| reputable-sounding names ---- | hasn't got 
any capital of his own is really operating on a guess. 
He gets into the home and he is pretty hard to dislodge 
without them signing something. Now, I know when 

Mr. Simone first. brought this to me ---- I simply 
said "Well, no one could do this to me in my home --- 
I would throw them out --- 
but this particular individual is a very great 
actor and-he will break down in tears and actually 

he 41 | tradeson the fact that people have 


a natural tendency to be hospitable in their own 
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1| homes, and they don't like to offend those people 


2\ talking and all the rest of it. 
3 
4 Now, you and I don't believe, would have 


5| the heart to do what he does. And then we get the 
6| arrangements from the people and when we get people 
7| who are; .scatteredsin subdivisions around Toronto, --writin 


8 et way that they are not very used to writing letters i 
the first place, 


9| but the essentials are all the same. 


10 

11 And they are not devoted to one another. 
12 You have to believe that 

13|| this is the man's modus. operandi, and he is hooking 


14] them for 10% of whatever they agree to borrow and 
15| oftentimes remembers that he hasn't got the money until 
16| he gets him on the hook; first to borrow money, and 
17|| then he has to scurry around to get somebody to 
18 advance it, and he een ti particularly care 
19| whether the loan goes through or not he is still 
20| going to get his $400.00, $350.00, $500.00. Now, and 
of course we get into it when these people finally 
go to the lawyers and the lawyers 
and he says, "Well", take them to court 
or take them to court and 

I know what is going to happen. The court is going 
to take the attitude, well, this man is entitled to 
his $150.00 or $200.00, the is entitled 
to nothing, because he wasn't being prepared 

in many of these cases. Now, the funny thing 


is, although, of course ---- 
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1 MR. REILLY: Mr. Jaffray. 

2|| Are you trying to tell the Committee now that you are 

3) trying to protect the householder from this type of 

4| .Soligitation? 

5 MR. JAFFRAY: No. We are only concerned 

6| when the householder comes with a complaint --- that is 
7| the only time we go into it. 

8 Now, insofar as the mortgage broker is 

9| concerned in this particular situation, he knows that 
10| if he doesn't 

11 Mr. Simone, he can come to me. If he doesn't like the 
12) Shares, he can go to the superintendent, and if he 

13| doesn't like that, he can go to a board of his own 

14] mortgage brokers. They are not 

15] I demand a hearing, and then the mortgage brokers 

16] themselves will make a recommendation as to what action 
17|| should be taken against this individual. The fact 

1g|| that if $1,000.00 they don't 
19| & that. I think it 1s an indication they don't expect to 
20|| be successful 

if they take it to colleagues who are in the business --- 
and who are operating in a reputable fashion. The 
mortgage brokers themselves are only individuals and 
they would like but everybody is 
aware of the sas suewite can't write and you bend over 


backwards always to give them the benefit of the doubt. 
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9| They are going to be pretty spineless and 


3) ultimately take the position and even then 


5| We are not concerned with whether it is --- 
6| first of all, if it is under 25%. It would 


y|nave to be over 25%, or so he thinks, both.MricGimone and T 


8| “are wellclawaré >» > 9819 concerned with the rate 

g| of interest that is charged. 

10 MR. LAWRENCE; Now, that is interesting. 
11| Was this --- have you been following up this particular 


12|| policy in the administration as, regards before the 
13| Department would be even --- 

Ad MR, JAFFRAY: This 25%, do you mean? 
15 MR. SIMONE: Again, I must emphasize 


16] the interest is our last concern. 


17 MR, JAFFRAY: Well, when we --- 
18 
19 MR. LAWRENCE: Well, ‘this is a loaded question, 


20, i must admit, but I have had complaints come to me from 
Some people, and about: —-- 
Again, I don't know if they have more means than I have 


to be able to get more AP Say, 


’ expensive mouthpieces 
in the form of Mr. Sedgewick, I suppose, but people 
who come along and said in effect, a 16, 17% real 
rates of interest on some of these second mortgages 


that 
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@ ‘o 
oY 


OO MP fs | 
bos ezoloniga yiterq sd od gatos etm yodT 
noid neve bas seijteoq odd exsd yLlotsmtiis 


OTs 


F 
df POPEDI AOR, 


--- al tt tepdidenw diiw benreores jon sis oW B.. 


’ 


" 
* 


bivow 3I kes qoomy-et 3 2 .fis tetemt fy 


Tt bas Shomte<iaM-diod .exatds ori 08 10, «22S revo od os ove I 
syst sig dtw benmregnos TTR cos . énewe oi fsw “ers™ 2 
.begusds, at tedt geonetas, 20 lo 

goiteoretnrl at tedi .woll SHOWSHWAL . AM 


isivoldrag etdt qu antwoffet meed voy eved --~ eid? esW tt 


bi | 


odd ototed abisseu es.notdsvietmtmbs edt at yotLog isi Ba. 
Le ilies ed bivow tnouixrsqed les 
Snsem LOY ob RES ata 7YARTYAL AM | on len. ‘Age 
oxtesiqns taum I .niepA .° |) :SMOMI2-.AM 4 oe eneh a 
-Aantegnes tesl- wo alt gastetnt, odd lat 
~-- ew nedw .ffeW  : YARRA OAM ie 
les 
iseeup Bebsel & ei sray _LLew >SOMAAWAL , AM . ef 
Mort sm ot omoo atntsiqnoo bed ovad I gwd .diterbe teu T ‘os 
sine duods Sas ,sfqesq siroa | re 
svad I asdt ensen oxvom svsd yeds IL word. t'nob. 1, ,obeaA les ze 
Re: stom ten o3 olds sd od les } 
aS 
asoeigqnivvom sviensgxe - | - 


elgoog tnd .ceogque I .Notwegbed .7M to sre? edt at 
{eer ®YL oI s  tostts of bise bas anels smoo ofw | 


Bogsavtom broose sess to smoe mo seeredat te eotst 


teat 


= es)  =—_— > 


28 


30 


ANGUS, STONEHOUSE & CO. LTD. 146 
TORONTO, ONTARIO 


you have indicated to them following the four-letter word 
with 


this and that and the next thing. 


MR. JAFFRAY: Well, thank you. 


MR’) LAWRENCE: “Théesenare: far too exorbitant, . unconscionable 
and everything else, and by golly, it is simply the 
Government's place to tiseti to it if we do not cut 

this down. 

MR, JAFFRAY: It is propaganda warfare. 

MR. LAWRENCE: Well, in a certain sense 
it is, and I am bringing it up here now in the hope 
that you will say this is not true. Is it or isn't: it? 
I mean have you ever threatened people for a second 
mortgage interest of 16 or 17% 
and indicated to them that this was far too exorbitant, 
and if ae had your way nobody would be paying over ten 
or eleven and things like that? 

MR, JAFFRAY: No, of course not. I would 
I would look up --- 
Of course not. 

MR; SIMONE: ive obady expressy ant opinion 
that I had. In my opinion that rate, having regard to 
all the facts, was: not. a.fairarate. Now, I think 
I have a right to do that. You see, as you know, when 
the amendment to The Mortgage Brokers! Act was being 
passed, some effort was made to not transer it to the 


superintendent --- from the superintendent to myself 


‘right to cancel =§_ the _licence,because these birds 


know that they hoped when this Act came into force 


that they would have a civil servant who would merely 
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do the minimum, so that they could go on their merry way. 
Now, I cannot behave that way, so if you can sense it in 
the way I talk, that I get involved in these and this is 
the way we have managed to clean up the mortgage business 
a little bit. These people who have a vested interest in 


them would like to get me removed. Now, most of them are 


not members of the Ontario Mortgage Brokers! Association. 
I singel kD" fai We relations with those members. 
| MR, MacDONALD: I think we have got a --- sorr 
MR, NODEN: I think that Mr. Simone has just 


answered the questions raised --- 


MR. JAFFRAY: I don't think Mr.:Simone is --- 

MR. LAWRENCE: I apologize ~-- I should think 
that civil. servant who appears before this particular group 
or another group shouldn't be put on the spot as though h 
were a witness in a court case where he is liable to 
be embarrassed. I certainly heard these statements made 
about the way you have been acting and I have been acting 
and I just wanted to make sure that in denying them -- 
I couldn't imagine anybody taking this stand, and -- 

THE CHAIRMAN: Well, in fairness to Mr. 
Lawrence, though, I mean these men are here to give us 
the facts --- questions petty hard in order to do it --- 
there is nothing personal about it, you understand tmt. 


How do you frameit --- 


Yew yavem thedd so og biwoo yedd tert o8 .mwmtate, eddob 
nzig 
at tf ganoa aso voy tit of .ysw dadd overied tonnso I qwot 


et cidt bus sesedd at beviovat jog I tans .xfsd I yew sds 


eeentesd szsagiuom sit as asete ot begsnsm ever ew Yaw ons | 


at deeteint betzev s svat odw efqgosq seedT Sid ofdst 0's 


eis meit to teom .wow .bevomsr em ton oF satl Sivow madd 


.atedmem saodd ndtw enotésier dasntt add yotas I 
(tioe --~ § tog svsti ow Natdt I <GJAMOdosM . AM 
tent esd smnomta .«M tsd3 antds I sWaGou . AM 


--~ DHeaefss eroldssup sit beieweans 


RO Mg, NR ey, 5 TOONS oye 


+-- af onomtea .cM Anidd ¢'nob I sVARTAAL vam 

Aging Siverie I -- estgologs I. <a0WaAWAL . AM 
oTy tsivottreq etds srolted exrssaqs ofw tnevrse fivtos. tadd 
ai dgvodt as toga oft mo tuq ed t'nbineda quots teddens to 
ot of{dstI ef sd stedw easo tis0od B AL eesnitiw s stew 
shea etcometsiea saedd bused yinisdéteo I .bssesirsdme. of 
giivos noesd eved’I bas antvos need evsed voy yew sd3 dvods 
-~ modd gntiyneb at jsdd swe exam od betasw teut I bas 
-- Das .basse atdd gentaisd ybodyne omtmemt, t'anbIvoo I 

-TM of e@enxtst ot .ffsW :WAMAIAHD FHT 
au ovia ov stent sts nem saontd asem I .doyodd .sonerwsed 
--- JE ob of asbt0 at bisd yidey enotdeeyp --- atost edd 
-tel? Basteisbay voy .3t stwods fenoaitsq satdton et sred? 


--- tismsxt soy ob woH 


“MoListoosed '‘eroxiowd ogsyiroM obtadnd et to aredmem- don 


BSeaAasaBse eB BB 


ANGUS, STONEHOUSE & CO. LTD. 148 
TORONTO, ONTARIO 


THE CHAIRMAN: We are not here to play 


MR. LAWRENCE: I am trying to say something. 
I don't think I am here to play footsie with anybody. 
I think I am entitled to my opinions and I am just 


asking questions. 


THE CHAIRMAN: You wanted to ask? 

MR. MacDONALD: Wells itisejustrthatcit is 
a point that I wanted to make that I think we sive gzot 
to get clear here in the administration of any act is 
that in almost any field there is a minority. We hope 
it would be a very small minority who are really 
operators. They know they are violating the law. They 
have got high-priced lawyers if they ever get into 
difficulties and hope that they can continue to violate 
the law, and if you don't have a tough administration, 
the thing within the framework of the law that we have 
provided we are Just perpetuating the kind of thing 
we are trying to clean up, so I think if we are going 
to err --- if we want to eliminate this minority so 
that those who are in the credit field and lending 
field and who are respectable people of integrity --- 
they are not being smeared. This is your problem, so 
rather than being seithbes of trying to eliminate 
this minority, I think we should commend them and we 


should devise more effective legislative means so that 
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they don't have to just talk to this fellow and knowing 
that the boy is going to thumb his nose at you, Say 
Okay. Af you want to do anything, go ahead and do it, 
meanwhile give me eighteen months, and I'1l have my 
first million and I'll go to Florida for the rest of 
my life," 

MR, LAWRENCE: Yes, That is the point I am 
making too, 

At the moment these people are thumbing 
their noses, I mean there are terrible abuses still 
in existence in the mortgage business. 

THE CHAIRMAN: We are making a great deal 
of headway, though. 

MR, LAWRENCE: They _—_ —~--« they certainly are| 

THE CHAIRMAN: No, We are making a great 
deal of headway. 

MR, LAWRENCE; --- we are sitting here 
presumably. 

THE CHAIRMAN: --- dealing these activities, 
which none of us like or want to be perpetuated, 

| MR, LAWRENCE: My only point is, and. I think 

id. haves made, itjois that. Li. feel: the present way in which 
this Act is being administered still leaves open great 
abuses, 

And that is why we are sitting here, 

THE CHAIRMAN: That's right, 

MR, LAWRENCE: And that's why we are here 
talking about these things at the moment, 


THE CHAIRMAN: We are all interested in the -- 
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MR, LAWRENCE: --- should be on the 
disclosure, correcting these abuses ’in any way that 
fi 
we can. 


THE CHAIRMAN: 
Are there any other questions, gentlemen? 


THE CHAIRMAN: Will you speak up a little bit? 

MR. WHITE: These abuses that I am 
‘listening to this morning --- can't they emanate from 
the large centres of population, not from the rural ” 
areas; is that correct? 

MR. SIMONE: Oh, you can't generalize 
that way. When the Act first came in forcé one area 
of the abuse was in the rural areas where the people 
were less knowledgeable and their mortgage money was 
harder to come by, and it was all done from centres 
like Toronto. I wouldn't say that that applied at all 
now. It is +--"yet"on second tnougnt 1 ddn't*-=— 
there are what we call hysters in Sudbury, in the Soo, 
in Ottawa --- they are in principal ‘centres -- you won't 
find them in Pembroke or Wasaga. 

MR, MacDONALD: Fort Francis? 

MR. SIMONE: 

-~--(Ribald laughter) Or Fort Francis. But they 
do Seam to large towns. Indeed they do. 

THE CHAIRMAN: Any other questions now? 

MR. WITTE: Well, I wasn't clear if you 
answered my question or not. Would it be a further 
protection for the mortgagor if he could back out 


within 24 or 48 hours after signing ---- 
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MR. SIMONE: I think that would be one 
of the best protections we could offer him. Give hime 
enough --- 

MR. WITE: Is there my reason why this 
legislation couldn't ’ requiré’that? 

MR, SIMONE: I would be delighted, 
because this is the area where he is getting caught now. 
He doesn't shop around, ydéucsee;’ and if he would get 
the anformation and have time to study it. You see 
what happened, even though we introduced the statement 
of mortgage form --- the mortgage broker was presenting 
the statement of mortgage form initially, at the 
same time he presented the mortgage document, so he 
nullified the whole intent in our statement of 
mortgage form. Then he goes further by circumventing 
it with this application. 

MR, MacDONALD: I am now reminded of another point I 
curious in getting clarified when Mr. Lawrence was 
querying you. You say when a person makes application 
then he is --- he assumes certain commitments, that 

he is likely going to be stuck with, unless he gets 

a lawyer and goes over it in order to get clear of it, 
but then you said that when the trust company or 
whatever organization it is mewn. he examine 

as to whether or not they want to loan it --- dol 


assume correctly that once the applicant has signed 


this,he is stuck, Mt the potential lender still has the 
discretion to come to the conclusion that this person 


is not a fit person and he doesn't need to loan to him? 


MR. SIMONE: It is all loaded against 
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the borrower. 


MR, LAWRENCE: Well, this is. ----. 


it is no different than a .real.estate --- or any other 
offer, 
MR. SIMONE: No, it isn't, really. 
I mean --- 
MR. SIMONE: I was startled about eee 


years ago when I was made Registrar of this Act to 
find out that the lender doesn't advance until he 


registers the mortgage on title. 


How else could he do it? 
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But the average borrower doesn't know that. This gives 
the broker the dew e ato tO go out and shop around. 
He gets the mortgage signed, and then he says: If I 
have got .a thousand dollar bonus I can peddle it. 

On top of that, he is ee his brokerage fees. So, 
if he has to peddle the mortgage at a thousand dollar 
discount, he is still going to get his brokerage fees, 


so he has got that thousand dollars which to manoeuvre. 


MR. LAWRENCE: The main criticism in the 
second mortgage field is the bonus situation, more than 
anything else. I mean these extra charges are the thing. 
Unless you were talking about it earlier, I would like 
to quote or hear some thoughts; some opinions from you 
and from people ne the Department regarding possibly 
legislation in making loans without bonus. 

I think this is the way that we can cure some of these 
abuses in the 

secondary mortgage field, so that the principal amount 
as shown here mortgage is the actual amount advanced 
ree then this would simplify the whole interest rate. 

I mean,. I don't care if a person paid fifty per cent 
interest <7 foolishly; as long:..as he, knows he is 
paying fifty per cent... This is the point. In some 


cases this may be the only way a person can get this 


“secondary financing on But, | 


so often this is one way to get around the Federal Interesjt 
Act, presumably, is that they don't compute the other 


charges; the bonuses; the discounts; the mortgage broker- 


age commission; the fees and disbursements and everything 
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else all the way down the line. They don't include 
these as property distributable in the principal and 
interest section. I think this is one way that the 
Department or the Departmental officials perhaps could 
give guidance to the Committee on popular legislation 
in this field, 
MR, SIMONE: Mr, Lawrence, first of all, 

the bonus, I understand is practical disappeared. The 
only time you would see a bonus now is where a borrower 
on a second mortgage has to pay 18 per cent. The broker 
will suggest that the rate be reduced to seven or eight 
or nine, and put the difference into the bonus, because 
it makes it easier to sell the house. That is where 
you see the bonus money. 

et What the shyster mortgage broker has always 
done and is still doing -- he charges a ten per cent rate 
on a five thousand dollar mortgage, or he might charge 
a 20 per cent rate and he calis it an all-inclusive fee, 


in which is: buried the bonus. Now wecare trying to get 


MR. LAWRENCE: No, I don't follow you there; 
I am sorry. | | 

MR. SIMONE: He, in-effect, is taking the bonus. 
He is going to peddle this mortgage, but he doesn't know how 
much he is going to get for it. So he plays it safe. 
If he would take -- I have seen ona five thousand dollar 
mortgage -- here -- I will cite an actual case so that 
we will know what we are talking about. 

This broker is noted for charging an average 


of 19 per cent on whether it is a first, second or 
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what have you, so I would probably say that one of the 
worst examples would be .,. 

7 This man borrowed fifteen hundred and one 
dollars -- notice the one dollar above the small 
loans limit -- he signed for twenty-three hundred and 
fifty dollars, This is an actual deal, February the 
21st, NLQOl whaThe mortgage was written at seven per cent fo 
three years; monthly payments $35.00; balance owing at 
maturity $1,580.00. $79.00 more than he received, 

MR. LAWRENCE: Now let's get ee the amount 
advanced and the amount indicated on the mortgage. 

Now, I am old«fashtoned enough to pelieve that 
this is more popularly called a bonus. The difference 
between what he received and the principal amount as shown 
on the mortgage. Am I incorrect in that assumption? 

MR. SIMONE: This man called it finance charges. 
It came to $849.00, 

MR. LAWRENCE: Well, in effect whatever he has 
called it, we can call it bonus, This is, what it really 

ise ta henus? Licere 

MR. SIMONE: Well, apart 

MR. LAWRENCE: To give the man the 
leverage to settle, naturally. 

MR. SIMONE: Part of it was his fees, In that 
eight forty-nine he pays out the legal costs and 
disbursements. , 

MR. LAWRENCE: Yes. 

MR, SIMONE: Do you see the manoeuverability he 
has got? | 


MR, LAWRENCE: Oh yes, but I mean when you say 


sit to eno dedt yea Yidsdowg binow Toa .voy eved dade |t 
4 4 ed Biuow aelqnsxe taxow |S 
eno bas berbaurl seetttt beworrod msm atdT 6 aos) 
Iifsma edit evods isifoh eno edt sottog -~ ausifob — 
bas bowbaud sendd-ydnewd tol bengte ed -- tml ansol |@ 
odd yrsuidel .lseb feutos as et ataT y.ansllob yttlt fi 
ot tnes t9q mevea ts notihuw asw ogagdérom ofT —.LOQL .dals IN 
¢8 gitwo coneled ,00,.af¢ adtmenmysq ylddnom yanesy souds | 
.bevtsoor ed asd ovom 00,0ey8. .00.082.L8 ydizudem | 
tavoms sad oa Aiea ges e'tel wok s:HO0MSAWAI .HM.. | 10; 
,ogsgdrom edd mo Dbetsotbat drome edt bis Doonavbs | ff 
tsdt svetied ot dayons benottast-bLo ms I. .wo 
somereTiib edaT .aunod s beifso ylrelugqoq, stom at atid | 


mwode as tavems Isqtoninq sdt bas bevieoe: od tsriw asswied 


Snoltqtvaas tent nk doorroont I mA. .spaadirom ont fo | 


/ 

. 

. 

| 

| 

} 

. 

,aseisdo somsnti vi bafliso asm aidT . :HMOMI2.HM one 
, ,00.. 2488. od smso JI 

. 


asd sd vevedsdw tgostis at .f[f[oW ssO0veSAWAI AM 


yilset ti tedwiat eidT ..aunod tt LLlso aso ow .tt befiso 


. auriod 8 st we 

. tuesaqs .floW <SMOMIG JAM jis 

sig msm oft svig of ;HOVHAWAI , AM ss 
¥Yfisauten yoidtdsa ot ssacevel a> 

tsdit+ ml .acsct atd asw dh to das% +:AMOMIC. .AM:.. ~ pas 
bas ataoo [sgel ont duo aysq oni onta-ytiol tdate |es 

| -atnomeatudarh | 0: 

.29Y 2H0MMAWAL 6AM o-oo + > FS 

ed ytitdetewsonem sit see yoy od :SMOMIG .AM > — 6) oy TO 


lee ine epee Togeasdye 9% 


ANGUS, STONEHOUSE & CO. LTD. LAT 
TORONTO, ONTARIO 


yourdon'ty .o ey 
MR, SIMONE: The fellow is willing to pay this. 
MR. LAWRENCE: This is particularly rampant 
or common at the moment. What I have had to do with the 
mortgage field these days, maybe because I am up here -- 
I would say it is still quite common. 

Now, what“would , you think at some attempt at 
legislation -- I don't really know how it would be done, 
myself, but 

MR. SIMONE: 

MR. LAWRENCE: In other words, making sure 
that the principal amount as shown in the mortgage is 
the amount that. . 

MR. REILLY: service basis 
of two and a half or three per cent, whatever it may be 
for service charge. 

MR. LAWRENCE: Well, I don't know, I mean I 
am wandering into unknown fields here. I mean shouldn't 
our attention be directed along this line so that then 


the true rate of interest is shown in’the mortgage and 


MR, SIMONE: Mr. Lawrence, if you don't pay 
commission charges, anda man’ could charge what the 
traffic will bear he, in effect, is charging bonus. 
We somehow have to cut this off. 

The area is not so new. As someone suggested 
yesterday, why don't we do as the real estate brokers 
have done? When you list property, you know that the 
fee is so much. If it is an exclusive: listing, you know 


its so much less. Why do these brokers have to charge? 
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I know why they charge anywhere from two per cent to ten 
or fifteen -- it's to give them the manoeuvrability in 
peddling the mortgage. 

MR. LAWRENCE: So your recommendation, I would 
gather then that this mortgage brokerage commission — 
be set by tariff. 

MR. SIMONE: Right. And the price of these 
possibly, although you can't there, because in a place 
that might be 25 miles from Toronto, it might be a hundred 
bucks. 

MR. LAWRENCE: Yes. But I mean a real estate 
agent, when he gells the property around Toronto, he might 
he selling property in the downtown area right next to 
his office, or he might be selling 25 miles away. 

MR, SIMONE: That is righ’ That is the same 
situation,. 

MR. LAWRENCE: Well, I think that is a very 
worthy consideration, that we should -- or rather suggestibn 
that we should certainly take into consideration tariff 
to the mortgage brokers, But there again, let's get back 
to the bonus situation, Is there any way, or has your 
Department given any consideration to research into this 
question as far as specifying in the mortgage this the 
principal amount as shown in mortgage is the amountuctuall 
advanced? 

MR. SIMONE: But, of course, we have to think 
of all those things when we are revising the statement 
of mortgage form. But, to be perfectly honest, we haven't 


got the staff or the time to do any substantial research. 


MR, LAWRENCE: Well to get back to my original 
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disclosure of the thing; I think this is the field of 
endeavour that the legislation is certainly urging people 
to start worrying about, and I don't think enough has 
been done. I say that in all kindness. 

THE CHAIRMAN: Gentlemen, the hour is getting 
on and we have -- Mr, Simone has been here quite a long 
time this morning. Are there any other questions? 

Mr, Simone, you will be here tomorrow; is that 
correct, I think you should be. 

We have made a very valuable submission to the 
Committee. We appreciate it very much, and I speak on 
behalf of the Committee when I say that we were very 
impressed with the way you are carrying out your respon- 
sibilities and duties, as you have outlined here to us 
this morning. Thank you very much. 

MR, LAWRENCE: Mr. Chairman, I wonder if we 
could perhaps hear from Mr. Simone later on as to some 
thoughts based on his experience, or the experience of 
the Department, on this field in regard to attempting 
somehow or other to eilinit ratie the bonus situation in 
regard to secondary mortgages. 

THE CHAIRMAN: You might take that under 
advisement and at a later date you can enkighten the 
Committee as to how we might go about bringing in some 
legislation with some teeth in it, why we would be 
very pleased to hear it. 

| Thank you very much, We now adjourn until 2:00 


o'clock, 


---LUNCHEON ADJOURNMENT 


cvs gma ase | 


edt Jyods doum cot SateeroN ous Koy simkdd T ded setsota|t 
sit no dguons ton bas .beviovat. ster testetat Isutos 

to BLett ot at aldd sinkdd I pyatds. ai to sie0eloatb. e a 
“slgosd antuas Ulnitedes al nolisiatgel ent edt aovssbas | 


| 


Foi dguone Watdt ¢'mob I bas ytuods gatyriow dusta tod 


-aeedbaIn [is at tedt ywa I) ,esnobenesd | 


sotddeg et tor edt yromettneD © :4AMAIAHD BHT 
anol & etinup sxed need aad Sanniiaiale ~~ 9V8d ow Das mo 
Sanottacsp tedto yas erent otA .gatmrom ated emit 
wsit af :wortomos eterl od Ifkw voy .smomte .«M we 
.ec bieoda voy sSatAg I a ot .JO9TIOO 
edj ot nolaaindua eldsulev yrev SB ebsm svadoWen. | trey 
mo usege I bis .doum prov tl ststoseaqsesW. .seds.tmmod 
YI9OV Stew ow dedt YBa I mondw sett immoD edd to tfisded 
“KOqgast TIney Juo zsntywise ers woy ysw ont dééw bencwnend 
au od ever bentiive eved Voy as ,aolttnd bus getitiftdte 
-foum Yitey voy ansdt .amtnsom atdt 
ow it wsbeow I .asmmisdd .<M. 2:20WEAWAI .AM..- 
omo2 oF a8 mo tetal onomta .eM mort «sed agsadreg biuoo 
to eomeitegxe edd mo .sornetveqxe aid mo beesd atdapyodt 
anisgqmedss o¢ brsmer mat BLekt add mo stiomiiusqed od¢ 
mil molssusie aumod edd stantmile ot tedto to -wordemoa 
-49gsattom yrsbaossa of btsse7 
nebay Jedd osd tdgin yoY  sMAMALAHD SAT 
edt nodrig tine MS9 yoy sisb tet¢sl s ts bas sjaomoeatvbs 
omen af ariigntid tuods og tdgta ow wort ot as sodd¢immod 
od Sivow ow ydw .JI mt dtoed smoa détw aotislainzel 
cf ase of beaselq yrov 
00:8 cides mxyolis won eW .doum con soy anetiPs ois po 


Beak BEB B 


ANGUS, STONEHOUSE & CO. LTD. 159 
TORONTO, ONTARIO 


~--ON RESUMING AT 2:00 P.M, 


THE CHAIRMAN: The other members will be here 


shortly. 

You all have copies of the agenda, and we have. 
with us this afternoon Mr, John McCulloch, manager of the 
Toronto branch of Central Mortgage and Housing Corporation 
Mr, McCulloch has made himself available, as the other 
members did at very short notice. We appreciate very 
much his taking the time to come here today and tell us 
his story, and we would ask him now to proceed with his 
presentation, 

MR. McCULLOCH: Thank you very much, Mr. Chairma 

Mr. Chairman and gentlemen, I would like to 
apologize for a very hastily assembled brief. It is not 
in the form that we normally like to put things out of 
Central Mortgage and Housing Corporation, but, it won't 
Surprise you to know, I am sure, that certain things 
happening in the Parliament of Canada these days have 
their affect on our organization, and this was °the best 
I could do on short notice. 

Mr. Chairman, I think the bulk of your inguiries 
will probably be in the field tn which we are not active 
in Central Mortgage nee Housing Corporation. As you know, 
our sole responsibility as earn corporation, a Federal 
Crown Corporation is to administer the National Housing 
Act and the National Howsing loan regulations which go wit 
that. We are active in the residential mortgage field 
to a very large extent as I have mentioned somewhere in thi 


document, At the moment, Something like one half of all 
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the houses, or all the residential accommodations which 
are paid in Canada rely on the National Housing Act to 
one extent or another. 

‘In the operation of the National Housing Act, 
we work very closely with the conventional lenders, the 
life companies, the well-known major trust companies and, 
although they are inactive aettne moment, we are also 
authorized to work in conjunction with the banks. The 
banks are not active in the residential mortgage field 
under the National Housing Act at the peenedt moment , 
because they are limited by another piece of legislation 
to the extent of which they can levy interest, and we are 
told their ability to enter the mortgage field stops when 
the interest rate reaches six per cent. Currently, the 
National Housing Act interest rate is six and a half; 
although a recent announcement in the budget speech in 
Ottawa indicated that this will, almost immediately, be 
reduced to six and a quarter. I think, Mr. Chairman, 
that many of your inquiries will be having regard to 
the hidden costs, or the unrevealed charges, or the 
rather strange methods of applying interest which can 
take place, with respect to a loan; always perfectly 
legal and not always perfectly ethical. In the field in 
which we operate, we contend that our dealings are | 
completely ethical. Our doings are regulated by statute. 
The facility which any of the managers of our corporation 
enjoy, to depart very far from these regulations is not 
great; and, we, of course, have to deal in them with 
the most ethical fashion possible with the reputable 


life insurance companies and trust companies and banks 
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with whom we deal. 

I thought it might be useful to put in your 
hands, in case you don't have it already, a copy ad the 
National Housing Act and the regulations. These: regul- 
ations are ree the course of being amended as was announced 
in the budget speech, and idk they become law, undoubtedly, 
the new loan levels and the other conditions will be 
available to your Committee. If, at that time, there 
is. any reason why you wish to have any further application 
of any of these points, I would be at your disposal and 
would be happy to come back. 

In the folder which I have put into your hands, 
I have on the lefthand side of the folder as it faces you, 
put together a little summary of the policies and 
procedures under which we act in Central Mortgage; and 

| al the righthand Ped I have put together one or two 
appendages, which may or may not serve to illustrate what 
I am saying, but may be useful to you elsewhere in the 
course of your inquiries. 

If you are concurrent, Mr. Chairman, I would 
like, briefly, not to read the seven or eight pages that 
are on the lefthand side; I would propose that you do that 
at your leisure -- I would like to quickly go through 
the headings and tell you something of the content of 
ORB paragraphs, and maybe as we do this, something will 
catch your eye or the members of the Committee, Mr. Chair- 
man, on which you might: like to question me specifically. 

THE CHAIRMAN: Would you prefer them to ask 
the questions as... | 


MR, McCULLOCH: Yes, because you would know 
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better than I what you want to bring up. 

THE CHAIRMAN: Yes, I see. 

MR. McCULLOCH: I have stated, of course, in 
the opening paragraph there, that wevare bound by 
federal. or aera and that the government's housing 
policy.in paragraph 2 there igs devel oped through the 
Housing Acts and the: various amendments which have taken 
place sinc the original Dominion Housing Act of 1935. 

Our present method of encouraging conventional 
investment in residential mortgages is, to A ehecane the 
lenders to make a een loan than their normal business 
prudence or their enthusiasm might warrant. The conventioh- 
al lenders in the mortgage field See iiaa. somewhere 
from 60 to 66-per cent of their appraised value of the 

piece of property. Now, this means that a homeowner or 
ee of a piece of property has to find equity, 
something of the order of 35 per cent; and even ona 
house costing $10,000.00, if there were any such thing, 
this would represent an equity of some $3,500.00. And 
on a $15,000.00 house, something like $5,200.00. 

The conventional lenders have been encouraged 
by the National Housing Act, over the years, to lend 
an increasingly greater percentage of loan, until current] . 
under the National Housing Act, loans are available which 
Ba to 95 per cent of the first $12,000.00 of lending 
value. In other words, $11,400.00 mortgage for 
$12,000.00 property; and thereafter 70 per cent of each 
additional $1,000.00, 

These levels are in process of change as was 


announced in Ottawa, and will be raised fractionally, and 
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from here on, we will be in the field of 95 per cent 
of the first fifteen thousand, and 70 per cent of the 
remainder of the lending value of a piece of property. 

This, you see, has a very real effect on the 
amount of equity in down payment which is required fran 
a Ne ntaats and in simple figures; a house ee a 
lending value of $15,000.00 now requires a down payment 
under the National Housing Act of fractionally under 
10 per cent of/or fractionally under $1,500.00. 

In order to encourage the lenders to participate 
in this activity, the National Housing Act provides on 
payment of a fairly nominal fee -- insurance fee. 

The Federal Government, through Central Mortgage 
and Housing Corporation undertakes to insure the 
participating Lewdamc companies against loss on their 
investment, and until 1958, we insured them against 98 
per cent of their loss,: and since 1958, they are insured 
100 per cent against loss byforeclosure or default or 
any other ee The insurance fee which is charged 
is two, or two and a half percent, depending on the. circum 
Stances of the amount of the loan made , and, in the case 
of a $10,000.00 mortgage would be $250.00. This is not 
required to be paid by the house Seer oe in cash, but 
is added to the loan and is recovered by us over the 
terms of the mortgage. So, it has an insignificant effect 
on the loan purchaser who is benefiting from these 
higher loan levels. 

MR, REILLY: Excuse me, is that added to the 
95 per cent or included in the 95 per cent? 


MR. McCULLOCH: No, it is added to the 95. The 
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loan is calculated first, sir, md the fee is added one 

MR. REILLY: Yes, 

MR..McCULLOCH: . . . on ten thousand dollars, 

MR, REILLY: And amortized over the number of 
years? 

MR. McCULLOPH: And amortized over the term 
of years, yes, | 

On a ten thousand dollar loan; ten thousand 
dollar lending value would be a ninety-five hundred 
dollar loan, to which we would add the insurance fee of 
something like a hundred and ninety. dollars, and the 
loan then would become ninety-six hundred and ninety 
dollars. So, it takes no added cash from the homeowner 
to meet this insurance fee, 

MR. REILLY: I was wondering, Mr. Chairman, 
if these people knew they were paying for this insurance 
service on this too? 

MR, McCULLOCH: It is made very ¢lear, Mr, 


Chairman, in all the -~ it is, of course, contained in 


the National Housing Act, and the regulations itself, 
and it is made abundantly clear in all literature which 
a5ion.b¢ 

MR, REILLY: Well, it is actually regarded as 
interest, is it not? 

MR. McCULLOCH: TI don't think, to be quite 
honest, sir, that the average purchaseror the house really 
Cares... bye. 

MR. REILLYs Is that right? 

MR. McCULLOCH: .. . what he is paying for at 


thé“time: he take the Stepsof buying a home. His main. 
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inquiries are what is the down payment and how much is it 


per month, and we could count on one hand the number of 


people who really care about the interest rate, and even 
fewer of them care about the term of years; 25 or 30 
years doesn't seem to matter ec everyone, we all think it, 
Sure, always it is the Same, we all expect that we will 
have this house paid off long before the end of the 
mortgage which, incidentally, is quite true because the 
life of the average N.H.A. mortgage is only about 14 
years. 

On page 2, Mr, Chairman, in the middle of the 
page, there is a small paragraph on rates of interest, 


on which I have simply pointed out that our rates of 


interest under the National Housing Act are related to 


the government's long-term borrowing. Bythe National 


Housing Act the rate of interest charged on Si nteeneete 
may not exceed the government's long-term borrowing rate 
by more than two and a quarter per cent. DP &) 2 rb by 9 4 
in the appendices at about AS penats C or nearby, a 
very hastily prepared chart which Shows the relationship 
between government borrowing rate and a private corpor= 
ation borrowing rate and the N.H.A, maximum loan or 
current loan for the years since 1957. Yow Will note 
that currently our rate is about one and a quarter or 
one and a half per cent above government's long-term 
rate. The gap has been narrower, .and the gap has been 
wider, but it has never been up at statutory limitations. 
In Stadt words, we are passing on to borrowers, 
under the National Housing Act, es interest rate which 


is as: Glose as prudence would dictate to the government's 
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own borrowing rate; This is in contrast to certain other 
lenders; not conventional lenders, but some other people 
-- some other interests active.in the mortgage field who 
take every advantage of fluctuations in. short term interes 
rate to.levy their charges accordingly. This is a field 
igdudar we are not primarily concerned, | 

The interest rate as stated in the National 
Housing Act, Mr. Chairman, is.a true interest rate. We 
have tried to calculate the interest as do the conventiona 
lenders, on terms which are favourable in the extreme 


to the mortgagor. There are no premiums. or discounts 


payable as considerations. to the obtaining of the National 


: “Housing Act. Infact, the Act itself, and the regulations 


prohibit any such discounts of premiums and the borrower 
of an..N.H,A.. loan, under an N,H.A,, loan is not only 
entitled to, but must receive 100. per cent of the proceeds 
of the loan. This we police very diligently and the 
cases where we are to take any action in such regard 
are few and far between. We. do not even permit the 
fees of a real estate agent or a broker to be deducted 
from the mortgage loan. If a builder employs an agent 
or a broker, the fee is the responsibility of the builder. 
Now, LI, know. that this, in some. way, finds its 
way back as a cost. against the purchaser, but it is not 
as is the case in some forms of F,H.A, loans in the 
United States is not permitted to be deducted from the 
face value of the mortgage loan itself. 
Also on page 2, Mr. Chairman, I made a brief 
referpnce to what one would expect to find ina mortgage 


deed; and) I would point out that in our operation, the 
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mortgage document itself is precribed by law. There is, 
as your own counsel will tell you, from province to prov- 
ince, and within any particular province; varying accord- 
ing to the different systems of registration of documents 
of deeds and titles and so on, 

In the Province of Ontario we have two distinet 
forms of title registration and therefore we have two 
distinct forms of mortgage which are approved for use 
by the lender. under the National Housing Act, and then 
the regulations, a copy of which is in the folder, 

You will find there is a schédule B to the Housing Act, 
an example of the form which ts bapproved for use under 
the lands and titles system in the Province of Ontario. 

Lfyyou examine that document, you will find 
that -- counsel will be able to advise you -~ that it 
t a clearly stated document and contains no ambiguities, 
There are no hidden gimmicks. The face value of the 
mortgage, the rate of interest, the method of calculating 

i 
the interest, the term of years, the monthly repayment, 
the borrower's ability to repay partially or in full are 
all clearly stated and there are no devices introduced 
into these dite dati which can work to the detriment of 
the borrower. The mortgage form is prescribed for use, 
and the only change which may be made in it is that the 
heading may be changed and may carry the 
style oe title of the participating company, instead of 
being headed ~ as one of our forms, or as a form under 
the National Housing Act. But, the content of the form 
remains unchanged and is used by all lenders under the 


National Housing Act. 
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We have not a single case on record, Mr. Chairman, 
where in ai foreclosure -- there have not been many. 
But, we have got no single case on record where vite 
lack of clarity de ambiguity of our mortgage agateeds 
has been challenged at law. 
On page 3, I deal: very briefly with borrower's 
equity; that is the balance that the borrower must find 
after he has obtained a loan. The Nat ional Housing Act 


requires that, or provides certain limits of loan which 


10| automatically require the borrower's equity. The lenders 
11| are required by the regulations to ensure that this is 
12] true equity and comes from the borrower's own resources, 
13 and at least 5 per cent of the required equity must be 
14] in cash or by labour put into the construction of the 
15} house. This is very uncommon in our Metropolitan Toronto 
16] area here, and we find it a little bit in the Prairies 
17 and a little bit in British Columbia, but in Ontario 
18} and certainly not in Metropolitan Toronto is it possible 
19! for a person to convince a builder that he should put 
20) any of his own labour into the construction. 

at Equity is almost exclusively a cash requirement 
22, in the area in which we deal locally. The lenders are 
23|| required to satisfy themselves that this is true cash 
24 from the borrower's SE mediousecel meaia sires there is 
25] secondary financing, the secondary financing must be 
26] disclosed and must be in acceptable form of secondary 
27] financing before it will be approved. And where it is 
28 approved, the repayment terms of the second refinancing 
29! will be taken into consideration in determining the 


borrower's ability to repay the loan. I have mentioned 
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2 This matter of requiring a borrower to have 
3] a cash equity in a house i8 a point which is debated at gone 
4] length by people. There are some people who contend that 
5] there is merit in the "no down payment" system. There 
6] are those of uss who don't believe this. We believe that 
7|| a homeowner who has a pride of ownership and a proprietary 
8| interest in his own property is more likely to remain 
9| a homeowner and more likely to stay out of default than 
10| one who is able to acquire a home by the "no down payment" 
11| technique; because he is virtually renting and all the 
12|| incentives to dena ownership are about, The 
13| experience of our counterparts in the United States would 
14|| seem to suggest that the "no down payment" policy has 
15|| no place in the residential field. It doesn't seem to 
16| matter how small the gap is that even a 5 per cent equity 
17|| means something, that a person has a stake in his property 
18|| which gives hima enéavar incentive to keep his account 
19| clear and so.on -- to do repairs and to establish himself. 
20 || Even a marginal 5 per cent interest is better; infinitely 
better than none. 

THE CHAIRMAN: You feel the purchaser always 
Should have some equity? 

MR, McCULLOCH: We feel very strongly that 
the purchaser: should have some equity. 

MR. LAWRENCE: Before he came to that. stage, 
Mr. Chairman, under the ability to repay; the second 
sentence in the second paragraph, they show that studies 
show that to provide basic shelter, such ratio should 


not exceed 27 per cent of the borrower's income. Are they 
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still using this as a guide at 27 per cent? 
MR. McCULLOCH: We have only moved up to 


e7 per cent, Mr. Chairman; in recent years. But, for a 


| good many years we went along at about 23 per cent. 


This question of determining how much a man can pay for 
shelter is again a: difficult one. We, in Canada, have 
come up with figures a few years ago of about 22 or as 
per cent. Again, our friends in the United States and 
in the United Kingdom had a figure within a half of one 
per cent or one per cent of the same amount. They 
arrived at their figure a little differently from us, 

We arrived at ours by the deaudtion basis of considing 
what are all the other charities that a person has on 
him for consumer credit amongst other things; clothing, 
food, heat, education, new car every year -- all these 
things, ahdoriganed out how much would he have left 

or should he have left or could he have left to provide 
basic shelter for himself. And by our approach, we came 
down to a figure of about 23 per cent which was accepted 
for many years, Now, incomes have increased, Using 
this residual income basis, I mean, what does a man do 
with what he has left over after he has paid for his 
Shelter? If his income is gone up;ithetf he obviously has 
more left over, and we feel that maybe he doesn't need 
quite so much left over so that we have raised our 
percentage which we think a man might safely pay for 
shelter to 27 per cent, or, in an extreme case, we have ap 
proved in the last year or two on the strong recommendatio 
of the Lent@veNcens odd case as high as 30 per cent. 


This might apply in the case, let us say of a young professio 
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2|| income over a few years. 


: Is that income after tax? 


MR. McCULLOCH: No, this is gross income -- 


gross income before tax, 


We police the maximum ratio of 27 per cent; 


give or take one or two per cent quite carefully. The 


onus is on the lender -- conventional lender to examine 
this aspect. But, we scrutinize each loan that is made, 
each borrower that is presented to us quite carefully, 
and frequently we return the applications to these 
lenders for them to conduct additional inquiries, partic- 
ularly where we have any reason to ‘believe or suppose 
that there is something other than cash equity, or where 
there is some secondary financing involved. Our experienc 
is quite broad in this regard, and we know some areas 
where encouragement is given to the borrowers not to 
allow the fact that they don't happen to have any cash. 
To tell them that there have been cases where the builders, 
some of the larger builders have also been in the finare e 
obi pany business, and it hasn't been uncommon for builders 
to bé AbIE to direct their potential purchasers to a 
friendly finance corporation who will assist them in the 
matter of their down payment. These outlets are fairly 
well-known to us now, and we try to keep a very watchful 
eye on them, 

THE CHAIRMAN: What percentage of applicants 
would be turned down? 

MR. McCULLOCH: It would be a very small 


percentage, Mr. Chairman, I wouldn't know it offhand as 
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a percentage, but it would be -- it would be very small 
in this particular area, because the shopping public 
Shopping for housing accommodation in this area usually 
has a fairly substantial salary. Salary is not now the 
deterrent that it used to be. It is the savings on the 
accumulation of the adequate down payment. That is the 
problem, 

The purchasers of new residential units now; 
once they beve got over the hurdle of down payment and 
so.on. don't -- we don't often find them in difficulties 
with respect to their ability to repay. ‘An example 
I have given you =- for a $15,000.00 house at six and 
a quarter pee twenty-five year loan suggests that the 
borrower would have to have about $450.00 a month. While 
this is quite high, quite a high monthly income, it is 
not inordinately so. Now, when the shopping public -- 
the new residential units today seem to have incomes 
in about that level and above, the average for the 
National Housing Act =- of all purchases under the 
National Housing Act last year was something close to 
$6,000,00 above $5;800.00, so that we don't reject very 
many people because of the salary requirement. 

Now, Mr. Chairman, page 4 and on the following 
pages, l have set out, and more or less for your own 
background information -- I am sure that Mr. Sedgwick 
can advise you on these -- 2 nen outline of the four 
more common types of repayment plans used in the mortgage 
business; the unamortized, which is almost extinct. The 
unamortized type of mortgage loan is now only found in 


the hands of a very few private lenders, and these are 
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in: the late '20's and the early '30's. This is a type 
of amortization which does not require repayment of 
principal. They are usually a hohe for a short tern, 
five or ten years, and I am sure that some of these 
gentlemen. would womenber them where only the interest 
is required to be paid, and principal, if any, was only 
permitted to be repaid in nominal amounts, with the result 
that at the end of the five or ten year term, the balance 
of the principal still remained outstanding and had to 
be found in a lump sum by the borrower or re-amortized. 
And as I say, this, in the conventional and ethical 
mortgage practice today, this type of account has 
disappeared although it does still appear in the secondary 
— tertiary hee eagies field. The secom current type of 
| mortgage, and there are some of them around -- the 
corporation still has a few of them; not many -- there 
was a straight line amortization where the principal 
was repaid in a fixed proportion: of. the: total loan over 
the term.; A $20,000.00 loan for a 20-year term would 
require the repayment principal of a thousand dollars 
per annum, The interest would be calculated on the 
reducing balance. Therefore, the interest amount of 
each payment would change, and so that each payment 
differed from the previous one; although the principal 
portion remained the same. 

This was a complicated system to be used when it 
became desirable to have repayments on a monthly basis. 


We found, as many of you will recall, that repayments on 
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a semi-annual mortgage payment on the 30th of June when 
youshave more pressures, to buy yourself a boat and 

go off on summer vacation, So that all mortgages now, 
are conventional mortgages written on a monthly term and 
straight-line type of amomed 2atbe wwnere every monthly 
payment would have been different from the one before it 
-- did not lend iteelr to modern accounting practice 

and is virtually non-existent now.and is not easily found. 

The two most common types which remain are 

the table amortized loans, which is the one which is 

in most common use, wna ré the calculation is made in 

such a fashion that the principal reduces in proportion 
to each payment, and the interest depreciates as a 

portion of each payment over the life of the mortgage. 

It is possible, then, to set these Pheubés up in the 

form of a table; and so long as the borrower maintains 

his repayment schedule, the accounting is a simple matter, 

because you simply enter a table for whatever payment | 
is being made, and you find then the breakdown ag between 

principal and interest. The advantages from an account- 
ing standpoint is, that each monthly payment remains 

the Same, althoughi the breakdown of it varies, and I 

put in one of the appendices a sample page from a six 

per cent, 25-year mortgage, which will show -- give an 
exampdé of how each monthly payment per thousand dollars 
is broken down. This is the most common type of mortgage 

account still in use; although, with the introduction 


of data processing equipment, there is a tendency to depa 
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I have described here as a flat rate account. This accoun 
now is -- this type of accounting is now followed 100 
per cent by our corporation, and most loans which we 
make on a direct basis, and it is gradually being taken 
over by some of the larger life companies.. Those who 
are installing computers and data processing equipment 
find that the flat rate type of account lends itself 
admirably to that portion of their business. The flat 
rate account is set up very simple -- simply provides 
that the initial loan is set up in the account as a debit; 
the borrower is credited with every payment he makes 
as of the date he makes it, and he is debited with every 
| payment that is made on his behalf 28 FOS insurance -- 
fmsledday that might be as of the date it is made on 
his behalf. And, he is credited wthinterest for every 
day for every payment he makes, and he is debited with 
interest for every day for every payment that is made 
on his behalf. So, the result is, that the borrower 
who pays promptly, or pays in advance, or pays an 
ghatbiihal amount has rm difficulty at all. He simply 
saves himself interest as of that date. If he is 
late in sending in a monthly payment, he incurs extra 
interest as of that date. 

The accounting is very simple and lends itself 
very well to mechanical process and it is... 

MR, SEDGWICK: Does he pay the sare amount 
every month? 

MR. McCULLOCH: He pays the same amount every 


month, Mr. Sedgwick. 
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MR. SEDGWICK: And it is broken up then? 
MR. McCULLOCH: It doesn't have to be broken 
up in the flat rate type of account, It is a first in - 


first out kind of thing. If the original debit is a 


tA 


thousand Collars, and the man is to pay a hundred dollar 
&@ month and he pays a hundred dollars on the first of 
every month, at the end of ten months, he will be clear. 
It is simple arithmetic. 

If he is late one day, then he pays a little 
extra day's interest on that thousand dollars until he 
has made his payment. If we pay taxes on his behalf, 
it is debited to his account. It is virtually the same 
as the banks do with savings accounts, but they only 
debit and credit on a quarterly basis. This is Jere Ly 
acdebit and credit on a daily basis, and I have put in, 
towards the back of the file somewhere, an example of 
a flat rate account. It is on the back of one of our 
forms. It's a very simple accounting procedure, but it 
is a very difficult, apparentlydifficult procedure for 
Some of our legal friends to understand and on a statement 
of claim form svete we use frequently, we find that we 
have had to print an example on the back of it for the 
lawyers. 

MR..JSEDGWICK: Lawyers are not very clever. 

MR. McCULLOCH: For the benefit of our legal 
friends, Mr. Sedgwick. 

Mr. Chairman, I think that is virtually all 
that I have put in here. As I said at the outset, our 
business, we think, is an ethical one. We have no 


oceasion orino desire to fail to disclose any of the 
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}aspects of our busine ss and if you; -or any of your 

members, Mr, Chairman, have any questions now or 

would care to.direct any to me, either by correspondence or 
later in your hearings, I would be very happy to attempt 
to answer them, 

MR.) RETLGYs::° Mr. Chairman, do I understand that 
on this, the second, third and fourth types of the three 
that are used now and that the purchaservhas the option? 

MR. McCULLOCH: No, the purchaser doesn't have 
any option. 

MR... REILLY: : He doesn't? 

MR. McCULLOCH: No. The - purchaserr-- the mort- 
gages, now, generally are written in such a way that 
either the table amortization or the flat rate tyne of 
ean tataiys applicable. 

MR, ic REGbe¥s:. dust from the point of interest, 
Willoyotchend 95 per cent up to 12 or now 13 thousand 
dollars? 

MR, McCULLOCH: Up to thirtem thousand. | 

MR. cREDLLY': : le 
7O perecent,is it for any amount of the balance? 70 
per cent -~ any > céiling on the balance? 

MR. McCULLOCH: Yes, there is a ceiling. 

Mr. Chairman, I would like to tell you what 
the new ceilings»are going to be. They are up substantial 
from the ones written in the copy of the regulations 
which you have. The maximum loan which was available 
for an apartment unit --= this is per suite in an apartment 
-- has until nowbéen $8,750.00 per suite. This is 


going up when the regulations are changed by Order in 
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1! Council, maybe this afternoon. This is going up to 
2| $12,000.00 per unit. Now, this will have the effect, 
we hope, in some of the larger centres such as Toronto 
and Montreal, of tending to bring some of this dense 
apartment construction closer to the centre of the City. 
There is a tendency, at the moment, for these apartment 
developments to be finding their way out to the outskirts, 
because the value of land is now so high and the zoning 
requirements in some cases so strict that in order to 
construct apartments under the National Housing Act, where 
the loan level has been at a level substantially below , 
what the conventional lender has been able to make, 
we have found that National Housing Act loans for apart- 
ment units are not being made close to the centre of 
| our City, so we have not -- in Toronto, we have not 
been asked to participate in tan apartment loan within 
the boundary, I would think of Lansdowne and St. Clair 
and Parliament Street for several years. now, But, we 
have been asked to participate in 20-storey buildinzs 
at Steeles and Bathurst out in the pastures ont on the 
extreme limits of the Metropolitan Toronto area. 

MR. REILLY: You think: this,is a realistic 
figure, $12,000.00? 

MRse MecCULLOCH: It is much more realistic than 
$8,750.00.: It may be a little overly gentle, but... 

MR. SEDGEWICK: Out of town your basic land 
values are up. $2,500.00 is it, or more? 

MR. McCULLOCH: Yes. 

MR, IRWIN: 


MR. MeCULLOCH: It is more: than that. 
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MR. SEDGEWICK: More than that. 


MR, McCULLOCH:: It would be more than that. 

MR. IRWIN: With $8,700.00 you left nothing 
for the apartment. 

MR. McCULLOCH: No, we didn't get anything . 
)Mind you, the oovGhE 1 ond lenders didn't go very much 
higher, and we were only about $750.00 but 
“ut. $750.00 ina hundred suites per building is a lot 
of money, so that we hope that one of the bi-products | 
of this increase in voaditehivints which are avaiiable 
| for apartments may be for us to get an acceleration of 
the N.H.A. participation. This is not the only reason 
for it, not even the prime reason for it, Bat this should 
| be one of the bi-products of it. 

MR, REILLY : What equity would be 
necessary in a case like this by the builder? 

MR. McCULLOCH: Well, he would have to have 
a fifteen per dei equity, because the rental loans have 
a maximum of 85 per cent of value, so that he would have 
to have fifteen per cent equity. 

| MR, SEDGEWICK: This is our 
trouble with the legal business with our insurance fund. 
How is your fund? 

MR. McCULLOCH: Ours is very solvent and if this 
machine wasn't working, I would tell you it is maybe 
embarrassingly healthy: | 

MR, IRWIN: And you would reduce your ywtes? 

MR. McCULLOCH: This is for someone other than 


the Administrator of the National Housing Act to decide. 
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MR, IRWIN: fr! Chairman, just on that one point 
of the insurance reminds me to ask: Is it not so that the 
insurance premium is deducted before the proceeds are paid 
out? I think I understood you to say that nothing is 
deducted from the principal amount. | 

MR. McCULLOCH: The insurance -- 

MR, IRWIN: Is withheld. 

MR. McCULLOCH: The proceeds of the mortgage are 
-- the insurance premium is withheld, but it is really 
withheld from that portion which: normally winds its way 
into the hands of the pitlder. You see, the builder is 
the person who really benefits from the mortgage loan. 

The only thing the borrower ends up with is the loans 
the repayment liability. 

MR. IRWIN: I just wanted to make that clear. 

MR. MeCULLOCH: No. We retain the face value 
ef the insurance factor for the insurance fund -- the 
fund builds up immediately. 

MR, IRWIN : On a loan of $12,750.00 which 

/} is one of your iliustrations, which the eventual ouyer 
of the house assumes, two hundred and fifty of that 
was retained. 

MR. McCULLOCH: That would be retained, yes. 

To return to this other 
gentleman's question, the maximum 18H on a single family 


unit or on a semi-dettached unit lms until recently been 


$14,900.00 for each unit containing four more bedrooms, 
and $14,200.00 for each unit. This is loan -- this is 
not lending value -- this is not value, this is loan. 


$14,200.00 for each unit of three bedrooms or less. The 
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ceiling on all of these is being raised $15,600.00. This 

| means that we will, now be able to make maximum loans under 
The Housing Act on houses selling at up to about $17,800.0 
at which eer the borrower would require an equity of 


something like $2,200.00, and $2,200.00 on-seventeen-elght: 


is not unduly onerous., 

MR. IRWIN: i would just like to.ask another 
question, Mr. McCulloch... Your schedule C.on the righthand 
Side is a graph giving rates of interest described as 
government incorporation and compared to N,H.A. maximums. 
What. rates of interest does the government graph represent 
and the . acorporation. 

MR. McCULLOCH: . Well, the "corp" there, 
unfortunately, I should have clarified this -- maybe you 
could mark it on for yourself. That 
is not. Central Mortgage and Housing Corporation. . This 
is normal corporate loans. 

MR. IRWIN: That. 1 assumed, that it was corporate 
but it wouldn't be s» the. line would not, surely, represent 
the |rate of conventional mortgages 

MR. Me CULLOCH : No,. no... This is. the rate by 
which private. corporations are borrowingthrough debentures 


and other forms of borrowing. They are 


borrowing at about half. of one per cent higher than the 
government. 

MR. IRWIN: It just seems to me that possibly 
if the information were available to you, it would be 
of some more significance to the Chairman and the members 


of the Committee if somebody would produce a wavy line 
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al sources,.could then eumpaae with the N.H.A, fates. 

MR, McCULLOCH: Well, from purely conventional 
sources, Mr. Chairman, the rate has not varied over the 
years at all. The conventional lender on their direct 
business -€ on two houses side by side; one with an 

NHLA. loan; one with a conventional -- the rate varies 
from three-eights to a half of one per cent above the 
N.H,A. rate. Bhtt if the N.H.A. rate moves down, theirs 
invariably moves abwas If the N.H.A. rate moves up, theirs 
invariably moves up. A good rule of thumb is thav. the 
conventional: lenders get above a-half of one per cent, 
this information is available and I can send it to vou, 
Currently, when we were at six and three-quarters wapetl 
a year or so ago -- a year past November, the prime rate 
for the lenders like Sun Life, Prudential and these 
people; Metropolitan is seven and a quarter. When the 
N.H.A, rate came down, they moved down to six and a half 
and they moved down to seven, While we were still at 


f 


| six and a half a few weeks ago, there were indications 


£ 


that they were moving down ahead of us, and their prime 
rate -- the really prime rate was only fractionally above 
ours. In fact, we did hear of one of two loans teing made 
in the Toronto area here by the conventional lenders at 
six and a half. So, the gap had narrowed, but the inform- 
ation in the last few days is that they:are going to stay 
pat on their conventional Dhtersst rates, notwithstanding 
the quarter drop in the N.H.A. rate. We will now go to 


six and a quarter -- they will stay, presumably, at six 


and three quarters. 
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MR’. IRWIN: 

MR. McCULLOCH: For prime months, 

MR. IRWIN: Yes, for prime -- I was just going 
to say, would it be fair to say that while the conventional 
rate! on prime. mortgage security is from, or has been from 
three quarters. of one per cent above the N.H.VA. rate, 
nonétheless it would: fluctuate by a quarter of one per 
cent. For instance, if you had’a graph of the prime 


rate of conventional mortgages, it wouldn't advance ir 


— 


straight lines such as yours does. 
MR. MoGULLOCH:: No it wouldn't, it would... 
MR. IRWIN: -It would fluctuate then, I would 
think, half a per cent within that range because... 
MR. McCULLOCH: I would be surprised if it would 
be wnat much ..". 
MR. IRWEN: It would be interesting to see... 
MR. McCULLOCH: In the first mortgage operations, 


I would be surprised if the fluctuation was really dis- 


| oaerndple underneath this heavy black line. It would 


be a very small tremor I would think. But, this can be 


great, but, I: have: observed. from lending: instituations.with 
which I am connected that they; while your rate is stated 
as six and a half, they have gone as high as seven and a 
quarter and... 

MR, McCULLOCH: Oh yes, and they will go as 
high as seven and a half if they are going -- if they are 
taking anything a little chancy or... 


I 
MR. IRWIN: I grant you that it would not be 
MR. ERWIN: Well, I still feel that... 
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MR. McCULLOCH: Well, last week *e we survey 
these -- we have 2a economist at my branch of my office 
here, He surveys the &@8sembling of the conventional lender 
every month. “They are not always too outspoken in what 
they tell us. They like to keep some of their business 
to themselves, But, the indications are that their 
primary was softening a little bit in recent... . 
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MR. McCULLOCH: I think that is all I have 


2 to present to you, Mr. Chairman, unless there is 


3 anything --- 
4 MR, NODEN: Have any of these resulted in 
5| repossessions? 15. | 

6 MR. McCULLOCH: I am always hesitant’ to 
” give figures off the cuff when I should have had them 
8 with me, but I haven't. I will see, Mr. Chairman, 


Pale 9 that you get a statement of the experience in the 


10) °°"? National Housing Corporations on repossessions --- 
11 
12 To answer this gentleman here, the experience 


13 is negligible. We have some very soft spots, we have 
14 heavy mortgage, N.H.A. mortgage portfolio in Elliott 
15 Lake and in Kitimat in British Columbia, where almost 
16) all of the houses that were put together iin these 
17 two highly-specialized towns had some N.H.A. participatio 
1g|| AS a result of this, at Elliott Lake we have had 
19|| Something like 600 repossessions --- not foreclosures 
20 in svevery '' ii3 ease”. We had abandonments and 
people dieiRide bie keys to us and thanking us for 
the use of the premises while they were in it and so 
on, but nevertheless this has resulted in several 
hundred vacancies in Elliott Lake. 

MR. SEDGEWICK: Didn't some of the companies 
guarantee the Elliott Lake loans? 

MR. McCULLOCH: Some of them did, and some 
of them are still on the --- under these --- 

MR. SEDGEWICK: Yes, I --- 


and I think he guaranteed some loans. 
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MR. MeCULLOCH: Yes. But the original owners 
have departed and the guarantee has been implemented; 
if there has been another guarantee between the mining 
company and the corporation , then it is still 
running in some cases, or in some an it has been 
paid off on a negotiated settlement. But, nevertheless, 
there are many hundreds of houses in these two centres, 

and they represent tlethulk of the repossessions under 
The National Housing Act. Theré are soft spots --- we 
have something like 70 houses in the Newmarket area, 
and almost all of which have been resold or are 
rented by us. These have been --- these are now 
pubes ef the Mortgage Insurance Fund. The reason 
there was simply one that people whe bought these 
ee Newmarket reacted to advertising and 
selling campaigns and got:..good value in the houses --- 
very good value in the houses, but they found that 
this business of commuting from Newmarket to Toronto, 
and the other things that go with living at that 
distance from the centre of employement adds costs 
which are all out of proportion to their living costs, 
and many people again left the Newmarket area to 
move back into Toronto who were not in any trouble 
with their mortgage payments. In fact, there are 
many of them who --- 

MR. NODEN: What happens if a man has, oh, 
for instance, amortized on the basis of 25 years 
or 30 --- say, 25 years, and made his payments for 20 
years or 15 years and he comes on hard times and he 


can't continue to make his payments, how do you deal with |it? 
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MR. McCULLOCH: There is --- we ‘are: obliged- 

‘we, have no alternative. That is certainly my 
hawienen in the pest-war years, to know what we would 
do in these circumstances, vere apart from the 
Elliott Lake and the Kitimat which sate a little bit, 
but they are not like normal overall depression, 
which might suggest a moratorium. We haven't had this 
experience, but our present policy is'te"be’=-2 fT was 
going to say rough,’ but that is not the word --- to be 
quite conscientious in our collection efforts, and we 
proceed to take ferkeenuns where this is indicated. 
We have no way at the moment of considering this kind 
of thing that you have asked about. Certainly we 
just haven't had ineiie depressed area problems to 
face up to. The question of a moratorium, I mean, 
there isn't --- it is doubtful that we would ever 
have again the conditions which did prevail in the 
residential mortgage field in the days of the depression, 
because of the type of mortgage procedures we have 
and the fact that we new collect taxes as a portion 
of the monthly payment. This was one of the big 
weaknesses in the previous arrangement, was the 
question of the payment of taxes. More peeple lest 
their properties for default in municipal property 
taxes than did through default on their mortgage 
payments.per se. We haven't had the experience in 
recent years. 

MR. McDONALD: Supposing you drew up a 


contract in a case like the Newmarket one, where it is 


sert of isolated local conditions, not comparable to 


“teat tdo 218) ow --- ef sored? :HQOAIU00M AM” 
: ya Yiniettes et jsf? .evitenrstis on eved « 
- biuew ow dadw wont ot (etesy rom da0g oil nt sonstveqxe 

sid mort dxisqs sensoed : SSONSTEMYOTES saci? at. wb 


Sid efITil s sts sionaw tsmttia ods bas otB1 Jtol L(g 


Re 


Motesstqed [fLeveve Lamon saiftf gon ots yet stud 


aldy bed J'noved eW .mpivetstem s taeggte ddgin dotdw i 9 


asw I <--- od ot af yollog dregzera wo gud ,sonetteqxs | 


ed of --- brow sft Jon at gadt tod dgwor yee o¢ Rates 
ow Drs Ladietts nolvoeffoo ise al avotineboenes ot tap 
.betsoliat et att etscdw etuaeLoetot sist et Bescon rq 
batt atid giicebtanes te snomom edt 3s ysw on oved ew 
ow YlntsireS .diede betas swsd ner ted3 gnidt to 

ot emelderq seve besasiqsh aewns bal t'nevsd sevt 
som I ~mwhtotsiem & te netteoup sdT ‘od qu SsoBt 
tov Sisow ow dads Lvtedwobh at ¢f a2. t'net erodd 
edt nt Iisvetq brb doltdw anettipaes edd ofsas sved 
Tolsesiqeb oft To aysh oft of blot? egegdtom Ietdnebieed 
sverl sw aetrbesetg exsadrem te eqyd edd to sausoad 
qelvveq 8 as Bexsd tosfleo won Sw tile "95ey SHS Ak 
afd elt to ono esw etd’? .Y¢neiysd Yldénom odd te 

oid sw .dnemeyne rts avotverq edt AL esse stnlesw 

tael sigesq steM .eexed te inemgsq oft To notivesup 
Ysreqetq Isqtotaum nt tivsetes v6? eetiregerq rtsd9 
sssgixom ufsnit oo dinsteb dguerds DID nedd 2oxsd 


at sonstreqxe oft bed d'asved sw. .88 T9q. etnomysaq 


/etssy daodet | TS 


e 
: 


at tt rare So JoNreewot sds 


cA 
a 


5 QW wetb voy gnteeqqu2 enema: wR --> 8 me fy 
———— BTIHOS |e 
mini. 


an 
= : aa 2 , 


a 


Be: 


29 


30 


ANGUS, STONEHOUSE & CO, LTD. 188 
TORONTO, ONTARIO 


Elliett Lake,» Can they reclaim a-certainsequity, or 
is the trend that 

MR. McCULLOCH: No, the --- butisince we -+ 
follow invariably a fereclosure action, which 
means the less ef equity to the deeeakeas 

MR. SEDGEWICK: There are seme of these that 
ell if you can find a buyer. 

MR, MeCULLOCH: Oh, yes, and we encourage 
them.and we uo give them every help they can. The 
last thing in the world we want is another repessessed 
heuse. 

MR. SEDGEWICK:....: Yes. Se that if there is a 


substantial equity they have an oeppertunity te conserve 


. 162 


MR, McCULLOCH: Yes, absolutely. 


Yes, we are net at all anxieus te de that. Our 
business is te put peeple in houses, net te put them 


eut of them, and befere we proceed withthe foreclesure action 


Wau ene ef eur berrewers er berrew threugh ene 


ef the lending cempanies, and particularly in the case 
ef the banks, because the banks have a big foreclesure 
ef these mortgages. The custemer is certainly given 
extreme censideration and assistance before we would 
preceed to fereclese. The banks, particularly are horrifie 
at the thought of 
fereclosing against the customer. 

MR. REILLY: Mr. Chairman, dees Mr. McCullech 
mean the Department would refinance any of these mertgage 


at all when they drep frem six and three-quarters te 
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six and a half to six and a quarter? Do yeu ever 
renegotiate loans? 

MR. McCULLOCH: The only time we are able 
te --- at # time like this when the interest rate is 
changing. We are able to give any ere which have 
not been rénbaterad: which have been approved but have 
net been registered. We are able te give them the 
benefit ef recasting at the lewer rate if the lending 
company wishes to doit. In the case of foreclosures 
Guavé we become the owners ef the property, we apply 
precisely the same terms as the lender. We do take 
no advantage ef our positien at all. Now, the leans --- 
fiancing that we offer on a repossessed unit under the 
mortgage \ insurance fund is precisely thé same as 
the eriginal terms on a new unit. This is a little 
stifling te us, because we are offering used goods on 
the same terms as somebedy else is offering new geeds. 
But nevertheless, this is part ef the principle ie 
we do not deflate our price whatever the market ‘value 
is of the foreclosed unit, we are obligated either to 
get this price for it or te rent it. The result is that 
in Newmarket the pageiiey of the repessessed houses 
and Aurera and ether places, Bay Ridges --- these units 
are substantially rented. 

MR. IRWIN: Mr. McCulloch, in yeur Appendix F, 
I would like to ask a question. The left-hand side -- 
is the lending value of the house;is this necessarily 
and always equated te the asking-selling price en the 
part of the builder? Like, you state the lending 


value is §0,000. Is this necessarily thatthe house 
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is being sold for $10,000, or seme other figure. 

MR. McC€ULLOCH: In this aetdepel tran area, 
particularly, we are obliged to consider lending value 
as being the /lewer of our appraised value or of the 
builder's selling price. We must be careful. You may 
have seen some publicity end some comments in the local 
press around the turn of the year on this db Je6t.. We 
feel that we must wetounsrinige insure that our lean 
is based ona reasonably ‘sound premise amthat we don't 
provide facilities te the builder te mortgage out. 

In other werds, if we set a lending value ef $12,000.00 
on a house that the builder ceuld sell fer $11,000, it 
would be wrong of us to lend-te base our lean on $12,000, 
and give him mere cash by way of mertgage than is 
required to buy near ibe vtineny so that in the larger areas 
where we are reasonably close to the big builders, we 
have their confidence and they have ours, we have 4° 
very happy arrangement which enables us to insure 

that our lending value and selling price stay fairly 
close. 

In other parts of the country there is a 
tendency for our lending value to become selling price. 
Many builders, unfortunately,across the country don't 
appear to know what their houses cost, and they rely 
onus to a certain extent to do their home-work for them. 
We tell them that if they learn that the lending y sha 
on their house in some small operation somewhere --- if 
they learn that our appraisal of ttiette house for 
lending purposes is $12,000.00, there is a tendency for 


this to become the selling price. Frequently because 
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the builders don't appear to know exactly what the 
selling price of their own house should be --- the 
market is not strong enough to dictate it for them. 
MR. IRWIN: This is a surprising fact that 
is true in some cases, but now Baek is one other 
aspect of that. Oddly enough, I had to occasion to 
observe that some people, some builders, are able to 


mortgage out on apartment building, even if your $8,750.0 


figures -- not in Toronto, mind you. 
MR. McCULLOCER: Now, we --- ware conscious 
of this ---- the ability to do this seems to hinge 


mostly on the land transactions. We Know, for instance, 
for example, in North Toronto, North York, parcels 

of land which are sitting and were originally contemplate 
to be used for single-family dwellings. Because of 

the growth of the city in that direction, have now 
become important from the apartment or the maisonette 
or the higher density use and we know of instances, 

we know it is quite common for land to be sold without 
any price being attached other than so much per suite 
of the building that is eventually approved by Central 
Mortgage, and if the value is,for example, $1,000.00 

per suite and the builder can convince us to make a 
loan on a hundred units, then the price of the land 

is $100,000.00, but if we only go for eighty suites, 

the price of the land is $80,000.00, and it is in this 
eighty area of land or ana transactions that the 
builder seems to have some ability to do things which 
are a little beyond our control. We -- in these 


instances we are satisfied so long as we have the 
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value in the final real estate to secure our loan 
that we simply can't place or really should not expect 
to get too closely into these private transactions. 
MR. IRWIN: I have one other question I 
would like to ask you. I ethinicebs ten at your 
comments earlier on that in response to Mr. Reilly's 
question that the people were not interested in the 
rate of interest. Is this true? 
MR. McCULLOCH: Oh, absolutely, yes. Well, 
despite the fact that we put pamphlets and all kinds 


of information into the hands of potential borrowers. 


Few, if any of them, have any clear idea of what the 


going interest rate is. I venture if we stepped 


outside the building and asked the first half dozen 


. people that we met what the going N.H.A. interest 


rate was, they wouldn't know and probably wouldn't 
care. 

MR. IRWIN: To put that another way, 
supposing you suddenly raised the rates to 84%, 
would they be interested then? 


MR. McCULLOCH: I wouldn't --- 


It raises the monthly payment. 


MR. McCULLOCH: It would “all a@pénd. > 


If we did other things simultaneously, as we would 


almost certainly have to do. If, for instance, you 
have used an extreme example, but if we concurrently 
said that we would go to a forty-year term, which had 
the effect of keeping the down ib aemiee tae the monthly 


payment constant, I doubt if they would care. 
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THE CHAIRMAN: Doesn't that reflect the 
“confidence they had, though, in dealing with your 
organization? 

MR. McCULLOCH: -I hope so, Mr, Chairman. 

THE CHAIRMAN: I. think ade I think that 
is the answer. 

MR, MecCULLOCH: - Just in the immediate post- 
war years, aS you may know, we built something like 
65,000 veterans' units for rental and in the years 
following that again under pressure these were all 
made available for purchase by the veterans, and I 
in my term as manager in Vancouver, I personally sold 
6,500 of these veterans! units, and offhand I can't 
remember anyone asking me‘ what ‘the interest rate was. 


MR. SEDGEWICK: How much does it cost? 
MR. McCULLOCH: Now, what is the down 


payment and how much a month, and occasionally a few 


.of them would ask how long they have to pay this. 
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and occasionally a few of them would ask how long they have 
to pay this, and if.you told them twenty years, they shrug 
their shoulders and say "Well, I am not going to be in 

the house 20 ee. anyway" and shrug it off. I suppose 
there is some reflection -- poor reflection on our business 
instincts -- 

MR. MacDONALD: But also, of course, wouldn't 
waSeakhey. be comparing their monthly payments with what 
would have to go.out.and pay for rental? 

MR.. McCULLOCH: Well, I wonder, sir, whether 
they .do, because I think part of your job on this 
Committee, probably, is to inquire into this, but surely 
the same people who do not inquire too much into 
the:-rate of interest in an N.H.A. loan; do they inquire 
| any more into the rate of interest when they go to borrow 
other kinds of money? My feeling is that u«+.... 

MR. MacDONALD: ..... they don't. 

MR. McCULLOCH: They don't. 

MR. SEDGWICK: They were highly conscious of 
it in the old days when interest came ns quarterly or 
half yearly, and representatives of the specific. 
companies thought they had to catch somebody. 

But now, With. mortgages -amertized:.’ over the 
period, I don't. suppose they really care how 
much money:y-—  — 

MRe McCULLOCH: 4.0 think this, 18, 2.0. 


MR. WHITE: 


MR. McCULLOCH: Yes, I think this -is correct. 


MR. WHITE: If I may, Mr. Chairman, I think 
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1 Mr. McCulloch used the phrase -- I think he told us that aacept 


. ance. -of >: these N.H.A. mortgage applications 

3 laependent: on acceptable forms of secondary financing. I 
4.4m not clear Behied ai is meant by that. 

5 MR... McCULLOCH:. .Well, there is quite a lot of 


6 paternalistic.secondary financing available. We had an 

7 example the other day of a manse for a minister. The 

8! church minister,.for instance, of a church here .in 

9| Toronto here decided that they would want to get a new 

101 house for their. minister, and they purchased an N.H.A, 

11! house. They decided to get away from the business of 

12 providing the minister with the house, but letting him 
becauseahomeowner and provide his own house. They assisted 
him with the down payment by way of this second mortgage. 
Nowy that is quite ethical. .The interest ratewas nominal, 
the debt was nominal. Quite paternalistic, quite 
acceptable,:.and the final debt service was well within 

the minister's ability to repay,. that kind of thing . 
Funds borrowed on reasonable terms from parents or in 
anticipation of some increase in the envolument, 

‘maybe an advance of a few hundred dollars from an employer 
in anticipation of increased earnings, where the repayment 
terms would not be ‘onerous; this,is acceptable... 

But, we pat ool with favour.on; and please believe 

me that I don't say this with any saeeesacialy to the 
industry, but we do not like to see secondary financing 
coming from the commercial finance. corporations, because 
the terms of repayment, while legal, are high. And, when 
added to the other first mortgage loan usually excludes 


the borrower. We don't like to see the secondary financing 
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coming from theses sources. A short term accommodation 
loan from a bank is frequently acceptable as a secondary 
finance, 

MR. WHITE: You used the word "cash". 
You meant that the cash might have been obtained by the 
purchaser: ‘through some kind of loan? 

MR. McCULLOCH: Now, the first test that we like 
to see, forming the basic records, we like to see some 
evidence that the man has had this for some time in the 
form of savings or bonds or -=- that he hasn't gone out 
to borrow the basic 5 per cent. But, having got the 
basic 5 per cent, then if he needs to borrow a little bit 
extra to get the balance of his equity; Provided this 
is coming from a “source where the repayment terms are 


not onerous, then we recognize it. 


MR. WHITE: Well I just have two other: 
questions, if I may carry on for just a minute, or 
if you know. I don't know a lot about this, 


but I suppose if N.H.A. mortgage loans were avaidable on 
older dwellings, that the second mortgage market that: come 
know would-be largely eliminated, would it not? 

MR. McCULLOCH: I would think it would, pravided 
this Act provided an N.H.A, mortgage were available for 
every piece of real estate that was up for sale. Again, 
this is a matter for others and the administrators of the 
National Housing Act to decide. This is a matter of 
government policy. But, It is doubtful that we could 
embark on any programme at this time which would enable 
us to say that we would make a mortgage loan available 


for every real estate transaction that took place. 
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| would be fantastic. The sales of the Toronto Real Estate 
/Board here, for instance; the amount of!real estate money 
that changes hands there is quite fantastic, And to say 
that this wasn't coming from any other source, it would 
all come from government sources or from insured mortgage 
sources would be quite, onerous, I think. ILI think there 
would -- certainly, there is a need for some participation 
in the used house field, but: to what extent is 
MR. WHITE: . Does the F.H.A. take in 

older dwellings: in the States? | 

MR. McCULLOCH: They do this, but with some 
| hesitation and they turn down a very high percentage of 
the applications for one reason for another, a very high 
| percentage. They do it -- in fact, until a few years ago, 
they would only do it where there was the sale of a new 
house involved. They would only do it where a piece of 
new real estate was involved. 

MR, WHITE: Thank you. 
MR. BUKATOR: Mr. Chairman, in connectim 

with second mortgages, I thought I would put up’ ai little angum 
as I did this. morning pertaining to that two per’ cent per month which 
I considered quite high, because. I know the developers 
inacurcareaview,. 

THE CHAIRMAN : Sorry; we can't hear you over 
here. 

MR. BUKATOR: I-said that I know the develop 
ers in our area who had built homes on speculation have 
taken a second mortgage on a conventional loan, and 


have accepted just the interest only as seven per cent 
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“enusté 


1} but no bonus -- or ballonn at the end of the thing; 

2) Open to the purchaser.to be paid when and if he has 

3] any money. So, I can't understand the high rate of 

4] interest when I know that these conditions exist in our 
5|| backyard where you have a second mortgage paying less 

6| money than the first conventional at seven and a quarter, 
7 He has a second mortage at 

8] Seven per cent... And, if the man has it. on your NsHiA.s 
9] we often come across customers who don't have this fuid 
10|| down payment, because of the fact els they may ' need 

11] some $2,000.00, Possibly the builder or developer will 
12 take that second mortgage at seven per cent in our 

13, neighbourhood and let him pay it off when he can. We 

14| have talked about it at the legislature, where there may 
15|be.a.chance that the government would go into second 

16| mortgages to assist these people with just the of 

17|| five per cent on a basis of some seven perccent,oi 

18 So, that gives a lot of work, but it is 

19| seven per cent in our backyard, 

20 THE CHAIRMAN: Any other questions? 
21 MR. IRWIN: Well it doesn't come in my area 

22| of questioning, but I thought it might be interesting 

23|| to get your views, because when you say, Mr, McCulloch, 
24| that you review, I gather, the nature of the secondary 
25 || financing, and some of it you I would say at least don't 
26|) recommend, then you must have some opinions as, to what 
27 || would represent excessive rate of interest or terms of 
28 || secondary financing which is certainly pertinent to the 
29|| inquiry we have here. 


30 MR. McCULLOCH: Yes, well I think that we -- the 
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things, the aspects of some forms of Secondary financing 
which we don't like are the unamortized form of repayment » 
whe re none of the principal, or only a-small portion of it 
is required to be repaid at the top, and where the lump 
sum becomes payable at the end of two or three years, 
No matter how ethical the loan, na how reputable the 
company making it, we feel that the dangers of that kind 
of loan are very great, and we have many instances in the 
Metropolitan Toronto area here. We are just coming into 
it this summer, I think three years ago tn 1959 and 1960 
the secondary mortgage market was very active in this 
area. A lot of three year loans were made --three year 
secondary loans were made, These will be maturing, if 
they haven't matured already, they will be maturing this 
year or next year, if they were four year ones as some of 
them are, A certain number of people are going to find 
it very difficult to refinance these palaces) even if 
they are made by a highly reputable company, because | ic 
the used house market 1s softer than it was 
the last year or two years ago. Although the price of 
houses appears to Hage Lone up fractionally over the last 
couple of PSerd! there doesn't seen any doubt at all that 
the value for the dollar in the new house today is slightl 
higher than it was a year or two or three ago. The 
competition in the building industry is such that, and 
despite the Natiomal Housing Act inspections which, after 
all, are only to inspect to a minimum standard. There 
is a tendency on builders now to be giving slightly more 
for the building dollars than was the case a year or two 


ago. So, these people who have loans on the security of 
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a house which is now three, or four or five years old 

are going to find either difficulty in refinancing these 
mortgages that are coming due «or going to find the terms 
of refinancing even more. difficult than they were in the 
first instance. So we don't like these. They place 

a very real burden on the owners three or four years after 
hevigs.in eccupation. 

MR. IRWIN: So, you base your objection 
mainly on the nature of the terms of repayment, but do you 
form an opinion that if you see secondary financing at 
a ten per cent effective interest rate that this is 
excessive, or 20 per cent, that is excessive, or do you 
have any opinion at all’ about this rate of interest on 
secondary financing? _ 

MR. McCULLOCH: Yes, I have an opinion sir, but 
I think it is a personal one. 

MR, IRWIN: Oh, I see. 

THE CHAIRMAN: Do you think, Mr. McCulloch, that 
people are getting better value today for what they are 
buying than they were a few years ago? 

MR. McCULLOCH: I think they are getting slightl 
better value, Mr. Chairman... I think they are getting it 
for two reasons. One is that the market is dictating 
that they get slightly better, and secondly, they are 
becoming better shoppers. A large number of the new 
houses that are being sold are being sold to people who 
have already had experience in buying a new house. They 
are now buying their second house or their third house, 
and they are being a little more difficult to satisfy. 


The whole business of buying a car by blowing the horn 
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and kicking the tires had its counterpart in the house 
purchase, You used to go in and you would flick a light 
switch and flush the toilet. This seemed to be the 
yardstick for deciding whether a house was a good one or 
not. If you flushed the toilet and it worked, this seemed 
to be like kicking the tire of an automobile. But, this 
has been changed now, and just as people are most 
conscious of what goes into an automobile, they are 
certainly much more conscious of what goes into a house. 
THE CHAIRMAN: Do you have some regulation that 


the house must be sold before they commence to build it, 


MR. McCULLOCH: No, sir, no. 

‘THE CHAIRMAN: atk tet ee mortgaged? 

MR. McCULLOCH: No, sir. 

The only regulation we have is that the house 
must not be started before -- construction must have 
not gone beyond the footing stage before we approve the 
loan. This is so that we can see the inspection from the 
| ground. | 

MR. WHITE: -Mr., Chairman, I notice in the Act th 
word "interest" is used in a sukbers be places, but the 
word "interest" is not defined in the Act. I am wondering 
by word of explanation if the word "interest" is giving 
us quite a bit of trouble, because there are different 
_kinds of interest: land interest, discounted interest, 
simple interest, effective interest and so on. -Perhaps 
the convention in the mortgage field is suGn" that definitions 


are unnecessary. 


THE CHAIRMAN: Could you comment on that? 
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MR. McCULLOCH: Well, I think it is reasonable 
-- it is not unnecessary, but it_is at its minimum in the 
mortgage field, because regardless of how the mortgage is 
written, in Ape ee practice we are, thinking. really. only 
in terms of simple, interest. That is, where there is 
a sum, owing, the stated rate of interest is applied to 
that sum,for the period for which the sum is owing. And, 
if there is a hundred dollars owing for one year at six 
per cent, the simple interest on that is $6.00. Now, 
this is all that mortgage financing is, There is. no 
compounding. The only time that there is any compounding 
is .in.a circumstance which is under the borrower's own 
control, and that is with respect to late payment. And 
there, there is some compounding, because he is liable to 
be charged interest on the amount of the late payment. 

But again, it is only simple interest on the 
payment which is late, but it has the affect of compoundin 
fractionally, the portion of the late payment which in 
turn represents interest. But,.in the hands of the 
borrower who is making his payment regularly in accord- 
ance with the terms of his mortgage, we are only concerned 
with simple interest. That is the stated rate applied 
to a stated sum for the period for which the money is 
owing. 

MR. WHITE: Well. I understand all. that, but if 
this Committee were to recommend some declaration of 
interest rates, . he think from the limited informn- 
ation presented to us so far that the word "interest" woul 
have to be very carefully defined. The Parliament of 


Canada doesn't have to do that, presumably, because the 
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trust in the mortgage field is so well established. 
‘That is what I am wondering about, 

MR. McCULLOCH: May I put in this -- not that 
is means anything, Mr. Chairman, that hasn't been said. 
There is a little thing in here where I said the term 
"interest" may be defined in two ways on page 4, but it 
doesn't help you at all. From the mortgagee's point of view, 
it is the income received from the invested capital, and 
from the borrower's point of view it is the cost of money 
which must be paid for the use of money, These 
are the same amounts but mean different things to the 
parties receiving the interest or paying the interest, 

MR, WHITE: What would you do if a small trust 
company came to you and said they want to make a mortgage 
loan here at six per cent interest. Six per cent flat -- 
do you know what I mean? 

MR. McCULLOCH: Yes. 


MR. WHITE: That would be in the illustration 


you used; a hundred dollars would be borrowed, the interest 
would be six per cers, it would be paid back in equal 
| monthly instalments. So, the effective interest would be 
close to 12. 

MR. McCULLOCH: It would be higher, yes. That 
is right. 

MR. WHITE: In the absence of definition in the 
Act, I suppose you would Say that a trust company -- that 
isn't our customer. 

MR, McCULLOCH: Except that in the National 
Housing Act we stated, I think under---- it may show on this 


little thing here, I don't know. 
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On the example on Bendix deal there, the 
amortization table we describe there alone to be repaid 
on monthly instalments of 25 years at six per cent per 
annum, convertible semi-annually. Now, that's one expression. 
Another expression that you may find, is interest at 
six per cent per annum, calculated semi-annually , but not 
in advance, This is another expression, This means that 
you don't discount it at the beginning of the term, for 
interest which you expect to earn over the next ensuing si 
months. You wait until the six months have passed; you 
review the man's repayment practices and you charge interest 
on the review, rather than on an advance. This is more 
favourable to the borrower. It is only fractionally 
different. In the case of a hundred dollars at six per 
cent for a half a year, it is only fractionally different. 
No, I appreciate your problem sir, and getting 
a definition for all the different kinds of interest is 
not.easy., : It: isonotrone: thatowe .¢ |; 
MR. WHITE: I guess you can't help us on that? 
MR. McCULLOCH: No, I can't help you. I am 
sorry. I know what our interest means, but . , 
THE CHAIRMAN: Any other questions? 
Well, we do appreciate, Mr. McCulloch, yOouP.s . 
MR. McCULLOCH: Mr. Chairman, if I might 
maybe commend to your reading, if you want to do any 


further reading, there is a book called "Canadian Mortgageq" 


which has come to be recognized as one of the best texts 
28/ in the field. It was written by a gentleman who may be 
known to some of you, Mr. Woodard who is financial adviser 


in our corporation. 
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MRS. DELL: What was his name again please? 

MR. McCULLOCH: Woodard. 

MRS, DELL: Willard? 

MR. MeCULLOCH: Woodard. W-O-0-D-A-R-D. 

This is Collin's Press in Toronto here. 

MR. IRWIN: Collin's? 

MR, McCULLOCH: Collin's, yes. 

THE CHAIRMAN: Who is Mr. Woodard?’ 

MR. McCULLOCH: Mr. Woodard was the financial 
adviser to our president. He was an employee of the 
corporation. He died about a couple of years ago. 

He- was formerly actually an executive of Sun Life and 

he put this book together under the sponsorship of 
Central Mortgage, and I think it has become recognized 

as the best modern text on mortgage practices, procedures 
and I would recommend it to your reading. 

THE CHAIRMAN: We thoroughly appreciate your 
bringing that to our attention. We have enjoyed: your 
presentation very much and we do appreciate your coming 
forward at this time, when we are trying to get the 
broad background of this subject. I would like to go on 
record as saying ene it helpedius materially in getting 
ourselves into a position where we can icant this 
whole subject a little bit better. 

Thank you very much, 

MR. McCULLOCH: Thank you very much. 

Don't hesitate to call on me again. 

THE CHAIRMAN: .. We will just take a five minute 

break here gentlemen, 
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THE CHAIRMAN: And now that we have had our 
.five minute recess, we will resume our work, 

As you wel oud from your agenda, we have with us 
this. afternoon Mrs. V. W. G. Wilson, who is Chairman of 
the National Committee on Consumer Credit of the Consumers 
Association of Canada. Mrs. Wilson has come here from 
Montreal to be with us today, and I understand she is 
taking the plane back this evening. She is very familiar 
with this subject, and she has presented, I believe, 
Similar briefs before and we would like to welcome her 
here and assure her Ts we are very interested in what 
she has to tell us. 

Ladies and gentlemen, Mrs. Wilson. 

MRS. WILSON: I did prepare this brief in a great 
hurry. It is only a draft copy, so please forgive the -- 
it was done since last Thursday and Monday in our Province 
was a holiday. It really was done in a rush, but it does 
contain some’ of our thinking. May I read it to you? 

THE CHAIRMAN: Yes, go ahead. 

MRS WILSON: 

"Dear Sirs: 
"The Constinet Association of Canada 

"welcomes this opportunity to discuss consumer 

"credit as it affects consumers securing éredit 

"for their purchases. 

| "Two of our major endeavours are: 

"First, consumer education; and second, to 

"provide consumers with protection over the 

"widest possible area of consumer goods and 


"services, It is in this context that C.A.C. 
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"is concerned that the consumers are complicatin 
"Syedn tier Ohidsine decisions by buying’ on credit 
"terms without all the factual information 
"necessary to use it wisely. 

"It is not our intention’ to condemn 
"credit buying, for this has not only been 
"an important factor in raising the standard 
"of living for many families, but some argue 
"also has maintained the growth of our consumer 
"goods industries by the stabilizing influence 
"Lt brings es sales and employment. 

"On the other hand, economists debate 
"as to what level of consumer debt is detrimenta 
"to the economy. 

"While it is the hope of C.A.C. that 
"consumer credit debt will never surpass safe 
"levels, we are incompetent to decide what is 
"a safe level, 

I talked to a very competent economist, and he 
said nobody could recommend it. 

"Our approach to credit contracts is 
"that each party to the transaction has a right 
"bovequal understanding of the transaction. 
"Instalment credit has shown a meteoric rise 
ie the last decade. One writer has said that 
"the most important single phenomena concerning 
"this, is that the consumer is ignorant, 
"illiterate and easily deceived when it comes 
"to knowing the cost of credit. This has been 


"demonstrated in many surveys. In one report 
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"of a survey of one hundred families reported 
"from the University of California, two-thirds 
"of the families who were buying new or used 
"ears had no idea of the cost of the credit. 
"And the other third thought that the cost was 
"from five to six per cent, while in reality it 
"was twelve to twenty-seven, 

"During the debates on Senator Croll's 
"disclosure bills, it was repeatedly argued 
"that most people were only interested in having 
"sufficient money to meet their monthly term 
"payments. C.A.C, strongly supported Senator 
"Croll. We submit that consumers have the right 
"to know the total amount of finance charges in 
"dollars and cents, and in terms of simple 
"annual interest when entering into a credit 
"contract. We believe that an increasing number | 
"customers can, and will protect themselves 
"when provided with adequate information on 
"which to base judgment. We reject the implic- 
"ation that most Canadians are either stupid 
"or irresponsible. 

"On this point, C.A.C. is most concerned 
"that many consumers are signing credit contract 
"without carefully reading them,“or understandin 
"Cheir content. 

"Informed managers of the family income 
"know that the cost of consumer credit includes 
"the cost of opening the account, investigation, 


"edlections and bad debts. 
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"These costs differ little from big 
"loans to small short-term loans, and therefore, 
"such small. loans carry very high percentage 
"charges. Many of the public cling to. the 
"long-established erroneans idea that all 
"pates should be in the order of six per cent. 
"Consumer education in this area is a must 
"to secure informed buyers. This responsibility 
"is shared by C.A.C., responsible retailers 
"and eredit-granting organizations. 

"C.,A.C. urges that shoppers do comparative 
“shopping for credit. In order to do ites, 

"we must have full information, including a 
"per unit price per cent per annum. There are 
"difficulties in computing financial charges 
"in terms of percentage calculations. 

"Our organization endorses the solution 
"offered by Senator Croll and Bill F. Streét 
"presented the Senate that the Government of 
"Canada, before the manner of calculations 
"and degree of accuracy in computing the 
"financial charges, and calculating the cost 
"and terms: of simple annual interest. 

"The purpose of securing the per annum 
"rate is to enlighten the consumer; and for this 
"the rate need be correct only to one half 
"to one per cent. Whenever there are 
"variations from one contract to another, in 
"either time or money, it is impossible to 


"do comparative shopping for credit, unless the 
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1 "cost of the loan’ be expressed ih terms of 

2] "simple annual interest. Small dealers at work 
3 "with finance organizations: supply them with 

4 "tables which they do use in setting up credit 
5 "contracts. © An annual rate charge’ could! be 

6 "included. It is impossible for the consumer 

7 "$0,°unassisted;iicaiculate the cost of credit. 
8| "Today, the consumer has many sources of credit: 
9 ) "the retail store within a certain fitted plan, 
10 "the bank, small loan companies, credit cards. 
11 We have issued a small pamphlet which I think 


12] you have called "Credit Costs Money", which includes 

13| a formula to be used in working out the cost of the credit 
14] in terms of simple annual interest. 

15 The formula we use, gentlemen, is the United 

16 States federal reserve system formula, called "The Constan 
17/ Ratio oné" and is used in a great many places to work 
18] out the cost of credit. 

19 For the past 50 years, citizens in Ontario believe 
20| that borrowers were protected against certain abuses by 

21] the Unconsionable Transactions Relief Act. 

22 Last summer, the Ontario Court of Appeal held 

23|| the Act to be unconstitutional. There was a difference 

24|| with the judgement to the Ontario Court over the interpret- 
25} ation of interest. Senator Croll's disclosure bills 

26|| had been challenged as being unconstitutional. The base 
27|| here, also hinged around the term:"interest". This 

28|| creates a serious situation for the borrower. Has the 

29! consumer any protection in this field? 


_30 . It appears that consumers urgently need 
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1] legislation, federal or provincial. C.A.C.would 
welcome a decision of the Supreme Court on this matter. 

On the authority of the National Annual Meeting 
in 1959, our provincial branches were empowered to 
seek provincial legislation which would require all loans 
and sales contracts, and all advertising when credit 
terms were offered, to include | 

(1) principal amount of the sale; 

(2) the number, amount and dates of payments 

to be made, and 
(3) the cost of credit, expressed in terms of 
simple annual interest. 

Since the average consumer has not had legal 
training, is not a financial expert nor an economist, 
he has unequal bargaining with consumer rights directly. 
These must be established through adequate legislation. 
The faults in consumer credit are extremely low. 
We are concerned that there be any unfair clauses in 
consumer credit contracts. In point of fact, the Financial 
Post of February the 8th, 1961 reported, that the normal 
write-off credit losses that year ran about .16 per cent 
of total retail sales. Of these, it has been estimated 
that repossessions constitute about 5 to 10 per cent 
a very ‘small amount, and this estimate was quoted 
by a Doctor Zeigel in retail sales legislation. We list 
some of the problems brought to our attention, warranting 
consideration in framing conditional sales legislation, i 
addition to those mentioned above. 

1. The need for sound credit standards; partic- 


ularly adequate down payment. 
2. Delinquency charges. 
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Three, the tenant is in possession. The buyer's equity 
and merchandise, contracts containing'a number of. 
items where there is repossession and deficiency payments, 


Four, wage assignments 


6] To meet time payment bills. 


7| 


8 


Five, licensing ‘credit firms. Six, coverage with 
hospital insurance on the life of a buyer, by finance 
companies should be regulated and seven, provisions 


for enforcing the Act. C.A.C. is a lay organization --- 


' and up to the present time, has not had the facilities 


to study legislative developments in the Province 
in the consumer credit field. 
We are most heartened at your study in this matter 
that may mean further legislation in Ontario. Thank you. 

THE CHAIRMAN: Mrs. Wilson, some of the 
members may have some questions. 

MRS. WILSON: I will try to answer them if 
I. ¢an. | 

THE CHAIRMAN: Before they get on with asking 
any questions they might have, is-there anything you 
would like to add to what you said? 

MRS. :WILSON: There are a number of things: in 
éonnecttion wt th this they might want to question. 

THE CHAIRMAN; All right. 

MRS, WILSON: Now, we will talk about it 
later. 

THE CHALRMAN : All right. Now, we will start 
over from the left with Mr. Lawrence. Do you have 


any questions --- 
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Mr. MacDonald? Mr. White? 

MR, WHITE: Well, I think it is an excellent 
brief, Mrs. Wilson. 

MRS. WILSON: Thank you. | 

MR. WHITE: Most interesting to the Committee. 
If .16% is the lowest --- 

MRS. WILSON: Very low. Yes it is --- very 
low. | 

MR. WHITE: : The decimal is placed in the 
right place, is it? 

| MRS, WILSON: Oh, quite. .16% --- it is 

extremely low. I mean, this fragment in the population 
thamaty, but I think most people who are unfortunate 
enough to have their merchandise repossessed need our 
protection quite frankly, : and we have got to look 
after them. They don't know their rights -~-They are tha 
group that you really must take care of, but they 
are a small percentage. 

And may I say about this matter of 
his payments. A great --- and this is enoktda to us 
by families, welfare people and family counselling 
people --- but strangely enough people who are indebted 
to finance companies will make the payments on their 
indebtedness to pay for their television or their 
washing machine at the expense, sometimes, of food 
for their families. It seems as though it were an 
obligation which they do meet is first, and usually 
this may account for it. 

MR) WHITE: Perhaps finance companies have 


good collection methods. 
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MRS. WILSON: Probably they have, but -+-- 

MR. WHITE: And that has a bearing. 

MRS. WILSON: I did read atone’ time. 
Now, there hte no firm figures on these things, you know. 
At one time 95% of all debts were eereune without 
any problem at all, and the other 5% had to have 
persuasion of one kind or another used, and it was 
less than 1%. This is several Years win 

MR. MacDONALD: Hunger is less threatening 
than’ a financial collection agency? 

MRS. WILSON: Pardon? 

MR. MacDONALD: Hunger is less threatening 
than the collection agency. 

MRS. WILSON: I suppose so. 
I am not prepared now --- so many people ask me if I 
feel that family: problems, family break ups are connected 
with this sort of debt. Lam not a social worker, 
and I am not prepared to say whether they are or not. 
The fact remains that these accompany each other frequent] 
The trouble may be much more deep-seated, it might 
be divorce, it might be alcohol, it might be just plain 
bad managers. I don't, but they do often go together, 
but I wouldn't be prepared to say what was to blame. 


IT have talked to social workers and 


MR. WHITE: Well, there were seven problems 
listed at the end of your brief. I think I understand 
them, but I don't know which of the-problems that are 
met here in Ontario. 


MRS. WILSON: Well, I don't know either --- I 
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am conceited to say this, but I think they don't know. 
These are ones that have been brought to us. I am 
quite concerned, of course, withthe need for sound 
eredit seen ante”. May I mention that first? We have 
a feeling --- now, we are not --- we have no official 
Stand, but we have a feeling that if people can't 
pay 10% down they shouldn't buy things. May I show 
you something I picked up as I was eating my lunch 
today. You know restaurants. Here are two ads in 
the Star last night. "Hi-f1 --- no down payment, 
Buy at Simpsons, 
No down payment at all and $10.00 a month", Now, 
we submit, or we think that unless 
one has a down payment of at least 10 per cent, 
that probably people shouldn't get it. And here is 
another one I picked up in the same paper last night 
of Rugland --- wherever Rugland is --- That is since I 
have left town. This says no money down, immediate 
delivery, no money to pay until September 15th. In 
other words, you use the carpet until the 15th of 
September without paying one cent and then you pay --- 
and then this says then take years to pay --- years to 
pay --- on our charge-it club plan. Now, this is what 
we don't think is sound. I mean, I have nothing against 
 Rugland, don't misunderstand me, 
but I just picked these two up when I ate my lunch 
today, picked up an old Star from last night 
-- It is no -- it is every store just about. 
I think that is not good for us, myself. 


MR. MacDONALD: Are you suggesting that 
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that might be met by regulations? 

MRS. WILSON: Yes, I think it was by sound 
eredit standards ---- I think that what probably might 
help Lich it would be a 10% down-payment. 

MR. WHITE: Prescribed by law. 

MRS. WILSON: Prescribed by law. And 
certainly I would like to say that we don't think that 
any family should use eredit usually --- sometimes there 

are special circumstances for more than 10% of the 
take-home pay goes to credit. 

MR. WHITE: Of course, 4f you save 
that 10% down-payment, then they will ---- they will 
give you 10% of the value, maybe plus. ten. You see, 
feoLevhardito -4s 

MRS. WILSON: Well, it depends on whether 
you are buying a rug. It would be 10% of thé value of the 
rug wouldn't it? 

MR. WHITE: Well, I mean, they might trade 
in your old bath mat for 10% of their list price if 
you feel --- 

MRS. WILSON : Once you start a regulation, 
you have just got to take care. That is what I mean 
in this very general statement about sound credit 
conditions --- | 

MR. WHITE: Would you care to elaborate on 
the other points for the --- 

MRS. WILSON: Yes. The delinquency charges. 
Now, I would say’I don't know Ontario law at all, but 
it has been brought to our attention sometimes when 


people fall short of meeting their payments, they do go. 
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Now, this isn't to our better credit companies, 

| but to some credit companies, and they fine, as it 

were, or they charge for not making the payments on 

time, which is extremely hard, 

that is the delinquency charge. Now, as far as 

repossession is concerned, here in this country, and I 

have a number of contracts here --- I don't have to 

show them to you --~ but I have some from Simpsons and 

Please ‘don't Udueehove of the companies, because it is 
every company. The merchandise is the --- in the 

possession -- it belongs to the company t12 the last 
cent is paid, and'the point about it is that till the last 

cent is paid phalativangten th; without any fuss, 

repossess it. And this is not the fact in 

some States in the United States, I believe, and it is 

not the way in Britain. You are all, I am sure, 
acquainted with the hire -purchase system. 

In Britain if you have paid’ down one-third of a 

piece of merchandise, which is the price of the account 

then you can't repossess it without a court order. 

Under the credit sales agreemert sin Britain, another piéce 

of legislation, with certain merchandise, if one 

payment has been made, then there has to be court 

procedures for the defaulter to lose the 

possessions. I was very much interested to have a 

conversation with a pailiff one day, and TI had 

heard of an unfortunate family that had bought three 

items on the same credit contract. Let us say it was 


a washing machine and a television set ~ it would be sure to 


ew T.V.set,and a television set and a vacuum cleaner. 
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I am not sure it was these three things, but they 
bought three items. They had completely paid 

for two; they were owing on the third still, somewhat. 
But there ibis --- this was all in the one contract, 
and legally the firm was able to repossess all three 
items. Now, this is the kind of thing I hope you will 
look into. 

WR. WHITE: As a matter of fact, if I may 


interject.a little more. There is a more vicious practice thé 


If one buys a carwith a notin? down-payment very often bai 
the dealer will put the buyer's furniture on the note. 

MRS. WILSON: That is right. 

MR. WHITE: The balance --- this forms a part of 


the collateral. 
‘MRS, WILSON: Yes, that's right. 
MR, WHITE: And if the man is uttable to 
pay for the car, his furniture can be repossessed too. 
MRS. WILSON : Yes. 
MR. WHITE: ‘I suggested in the legislature, 
this last session, that the collateral be confined to 
the purchase. : 
MRS. WILSON: Yes. This is included in 
something else I want to speak of, and that is add 
on where one contract is added on to another, sometimes 
a car, something else is to be paid for. Another 
thing is this, and see, I have mentioned the deficiency paments 
This is the case in which ‘a piece of furniture or piece 
of merchandise can be repossessed, but let us suppose 
the person who has originally bought it has used it 


very badly --- let us ‘suppose it is @ television set and 
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1) they have abused it --- iteis no good =--- it is out 

2| of commission. Then the buyer still must pay the 

3) difference between’ the value of the television set 

4| lL presume, as it was repossessed and the original 

5| purchase price. Now, they speak of that as a deficiency 
6| Payment. Now, as IT say, gentlemen, I don't know what the 
7| situation in Ontario is, >but 

g| these are all ones that have been brought to our 

g| attention as being situations in Canada, and I --- 

10 ~ MR. LAWRENCE: The situation certainly 


11| @ppiies in the used automobile business here in Canada. 


12 MRS. WILSON: Yes. 
13 MR. LAWRENCE: There is a great difference 


14| in the values between a television and a car, 
15 MRS .oWELSON? ‘(Yes,;oyesso And you"’'see, if it is 


16|| repossessed, then he still owes the difference, That is 


17|| what they call deficiency payment. 


Then, T don't know what the law about wage 


& oat 


assignments ‘in Ontario actually is, I think that needs 
consideration. 

a great many firms don't Like wage assignments and I 

talked to another business men about this, and you 

probably could bear me out. If aman has his wages 

assigned, usually or often, the firm is not interested 

in keeping him as an employee.’ He not‘ only has his 

wages assigned, but he loses his job. This seems to 


be the situation. Now then, in some places I understand 


there is a time between which notice is given of 
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Wenupe 


1 the assignment and it takes place, and this 
2| happens under the law in certain places, and it seems 


to me at least that much should be done for the man. 


3 
- It seems a dreadful thing tovdo. First -=- remember this 
5 is a very small henkewowss of the population ~-- most 

6 of us live our lives very comfortably and this never 

7| happens, but it does happen to some people. 

8 Now, the next point --- 

9 MR. LAWRENCE: Some of them are bad actors, 


10|. if I may say so. 
11 MRS. WILSON: Yes, I quite agree with you. 
Some of them are very bad actors, I know. 
These are the problems with people we have. We have 
to do what we can for them. 
The next one is the licensing credit firm. 
Now, under’ The Small Loans Act , 
all the small loan companies, as you probably know, 
as well as I'do, are all licensed, and the Inspector 
ce’ insurance inspects them, and there is no -~- they 
are regulated as to the law, but there is no licensing 
at present. 
MR. LAWRENCE: Right. 
MRS. WILSON: Why don't the -- Last summer I was in 
Onatieria ehaktthe ener tte Industrial Acceptance Corporation 
which is one of the big finance companies and he 
said the small firms which did irregular things, 
that the big credit companies would like very much to 
buy them up and get them out. of business, because they 
are giving them a bad name. Certainly one way to regulate 


these people would be licensing, and I cannot see any 
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if all the loan companies are licensed, why finance 
companies shouldn't be licensed too, I simply don't 
understand. 

the next one is covering and cost of insurance 
on the life of the buyer by finance companies should 
be pogkiabad’ LI understand that insome instances --- of 
course there is the story about you buy and you live 
peaceably because if you die, you see, then your family 


will get the washing machine and this is to give 


you peace of mind for the rest of your life. Actually 


it is to protect the finance company, really. It is 
not to protect the buyer, I would submit. But in 
some cases -- I am not opposed to this insurance, 
but in some cases it is on a level. --= that it runs 
at $2.00 per’ $100.00 per annum. You see, for the 
full length of the contract. In other cases it is 
on a decreasing scale as the principal is paid off, 
then the amount of the insurance is decreased. Now, 
shis is something that I think should be carefully 
looked into and another thing which we have had drawn 
to our attention is that some of the dealers have a 
pact with the insurance company who handles it, and 
they get .a very large slice of the commission. I 
think this is something that should be carefully gone 
into, and then, of course, the last one I think is 
self-evident --- there should be provisions for 
enforcing the Act. 

And anything else, I have talked a lot. I will 
tell you about this --- speaking of what there is 


in Canada, Dean Zeigelp © Dean, of the Faculty of Law 
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1 at the University of Saskatchewan, this is a book --- a 


2| pamphlet, rather --- Retail Installment Sales legislation 
, MRS. WILSON: 
Survey for Canada is very good -vetail sales. "Retail 


Go 


Installment Sales Legislation by Jacob S. Zeigel at the 


a= 


5i University of Saskatchewan. He has written a couple 
6| of books on this subject which are very good, 

7 and I had the opportunity of looking at them. 

8 MR. MacDONALD:; Mr, Chairman, it seems to me 

g| this would be an intersting supplement to what we had 


10 yesterday --- 


11 MRS, DELL: We will try and get it. 

o 12 
13 MRS. WILSON: Dr. Zeigel has actually written 
14 a number of others. This is something he has gone 
15|| into very carefully --- perhaps more carefully than 


16|| anybody else in Canada TI know of. 
17 THE CHAIRMAN: Well, thanks for brirging that 


1g|| to our attention. I don't think that I had heard of the -+-- 


20 MRS. WELSON: May I make another suggestion? 
about these conditional sales contracts --- that in the 
State of New York Dr--Persilx Campbell who was Consumer 
Counsel to Avrell Harriman --- really pioneered in 
installment credit legislation --- of course when 
Rockefeller came in and Harriman went out, she went out 
too, but if she had it, you could easily secure it, 

and I think it has been quite a model for other people -- 
Dr. Persia Campbell's legislation. The All-Goods Bill 

and then another one called --- there was the establishment 


of the Bureau of Consumer Products and Protection. Now, 
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this really was pioneered by Dr. Portia Campbell --~ a 
very clever woman and did a very good job in this 
connection. 


MRS. DELL: 


THE CHAIRMAN: Mrs. Dell, have you any 
questions? 

MRS. DELL: . Could you tell me where. these are 
obtainable? .. | 

MRS. WILSON: Well, I imagine the --- it was 
New York State 5 ie aa ei -~- I suppose that is where 
you would get it. Dr. Portia Campbell left this -- 

MR. SEDGEWICK;: What is her first name? 

MRS. WILSON: Persia --- P-E-R-S-I-A Campbell. 

MR. SEDGEWICK: let's go over 
and look into it, Mr. Chairman. 

MRS. WILSON: I do feel. she brought in this 
legislation about 1957, and it was originally brought 
in of automobile’ sales. contracts, and she tried 

terribly hard, frankly, to get the effective annual 
interest expressed in terms of physical annual interest 
in the legislation ---- the trouble there, but the 
with the other things she brought in and she did get 
a certain percentage of material in, consumer goods 
in --- 

But I think anybody doing this work would 
be interested --- and since I'm talking about it, there 
is one other --- I'm sorry to be doing all my talking 
to you, but Dr. Wallace Moore of the --- he was with 


the Federal Reserve Bank in Chicago and he is now head 
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ofthe Banking Institute. He has written an awfully 

good little book called "Consumer Credit Practice 
tells the history --- gives the history of 

consumer prada tip: It is extremely well done, I think. 


It has been kim of my Bible. 


i 


MRS. DELL: Have you got any information 
as to where it is obtainable? 

MRS. WILSON: Yes. It is the Western 
Reserve University, Cleveland. 


MRS. DELL: Western Reserve University, 


Cleveland? 
MRS. DELL: And that is Dr. Wallace Moore? 
MRS. WILSON: Mors --- M-O-R-S.° 
MRS, DELL:  M-O-R-S ? 
MRS, WDLSON: Yes. But the thing that 
in our organization, we are terribly -- we hope that 


MRS. WILSON: It is really very good. 
you wibl look into -very carefully in including the 
effective annual interest rate, because there is no 

other way of doing a fair job of comparative shopping 

and no matter if people are uninformed and illiterate 

as this man Hillo Black says in his 

guctation. This makes no difference. It is our right. 


Just the same as it is right to get correct change 


when you change a dollar bill --- it is our right 


are, and there is no other way of making this comparison 
other than internal effects and interest. It is 
difficult to do ourselves, but it can be done for us. 


to know exactly what the terms under which we are buying 
I did attend the banking committee in Ottawa when this 
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was discussed, and I was told a dozen times that 

they couldn't do it accurately, but the differences 
were all practically under 1%, and as far as I am 
concerned, z) appt care whether the thing is 11% or 
113%, but I do care if it is 11% or 18%. This is the 
sort of thing the practical consumer wants to know and 
it does overcome this whole probiem. 

THE CHAIRMAN: Do you feel that within 1% 
would be close enough? 

MRS. WILSON: Oh, yes, within 1% as far as 
the consumer is concerned is really plenty, and --- 

MR. REILLY: I wonder if Mrs. Wilson would 
tell me something about her association, the Consumers' 
Association --- what constitutes the Consumers! 
Association and what branches they have and what 
membership they have -- 

MRS. WILSON: (Oh, yes. I would be very glad 
to. Well, at the end of the war --- as you will 
vemember -- the wartime prices and trade --- Trade Board +- 
had a consumer section. You probably remember this, 
and this consumer section. a great many of these women 
in Canada were working in connection with the rationing 
and other consumer things, and this was, I think, 
considered to be quite a successful project, and I 
think the women of Canada were very justly proud. 

When the war was over, if you will recall, there was 
the matter of taking the controls off prices and there 
was a great danger of inflation and oh, a great number 
of things, and it was felt by women's organizations 


all over Canada and really supported by the Government 
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too, that this organization should be continued as 
a peace-time organization to represent the consumer 
point of view, because after all, in government you 
haven Parnes? you have labour, you have business, 
and we are the fourth side, the person who 
pays the price. 


MR. REILLY: So are we, you know. We are 


all. -<- 

“MRS. WILSON: Everyone does... That is why 
are: in rather \;— ' an advantageous position. We 
are so badly organized, and we are so --- it is so 


hard to describe what we are that very ofpenuleses* ak 
MR. REILLY: How do you rinanes the 
organization? 
MRS. WILSON: Now I'm going to tell you. 
When the war was over there was a fund of money left 
from the Wartime Prices and Trade Board, Consumer 
Section, and the Government gave us that to get going. 
Theat was very quickly spent, because we thought 
50,000 women would join the next week, and they did't. 
However, we then proceeded to have a fee of fifty 
cents per woman and the --- we got grant in aid from 
the Government of $10,000.00 a year. We still get it. 
Just the same as the Boy Scouts and the Girl Guides, 
we get this grant in aid and I have never yet heard 
anybody in any political party make the slightest 
objection to it. It just seems to be very simple. 
The suggestion has been made --- 


MR. REILLY: The power of women, that is 


the answer. 
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MRS. WILSON: Ah -- thank you. That is 
very nice. Well, anyway --- 

MR, REILLY: What membership do you have now 
in this organization? 

MRS, WILSON: We raised oe fees till now 
we are $3.00, becauge we have just brought out a 
testing magazine and am I ever glad to have had this 
opportunity to tell you about it.We have just brought out |a 
sting mgazine, but this is a big thing that we have 
done, and we are now starting to charge $3.00 a year 
for the testing magazine, and we have about 25,000. 

MR. REILLY: 

MRS. DELL: And men are eligible now? 

MRS. WILSON: Yes, gentlemen. Every one 
of you can join. 

MR. WHITE: Have you got application forms 
with you? 

MRS. WILSON: Oh, I 


= sould take your names quicker, you know, but this 


is --- 

MR, RETLLY: Do you have a provincial setup 
as well? | 

MRS. WILSON: Yes, yes. Oh, we have a 
very excellent provincial set-up here in --- Esther 


Galfinch, the President; Helen Morningstar.is here 

and we have an excellent group in Toronto, and we 

have a provincial organization in each province. 

Of course, they channel their work particularly toward 
mn provincial problems and we at national do the 


national --- problems. 
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1, 


MR. REILLY: “You suggested certain things 
that we should consider from the standpoint of 
legislation. Have you considered education at all for 
the Pokewher? 

MRS. WILSON: This is what I think I said 
in my brief, and which we are trying to do through our 
bulletin every day of the week, and we realize we 
have a- “tremendous job to dc, because this silly old 
notion that we should get unsecured moriey at 6% is 
just nonsense, you Know. But the thing is if people 
do not understand that when -.- for instance, they 
borrow from the bank, let's say, and they think they 
are getting unsecured loans at 6% from the bank, as 
you all Know --- it is almost 12%, and I -- far be it 
for me to say much about the banks, but this is not 
my subject today. Nevertheless,this is the sort of thing 
AsaLLy must be corrected some of these days, I hope. 


Because --= 


MR. LAWRENCE: Why don't you initiate a test 


case? 

MRS. WILSON : Yes, I think something should 
be done’. “We are starting to do testing --- the point ~~ 
the reason we are doing testing is simply 


this: The lag between consumer information and the 

present technological conditions in the merchandise 

we are shopping for is so great we feel they ge 

doing a very inadequate job of educating consumers 
about consumer goods without factual testing, and 

so after two years of work our first testing magazine 


came out this month, and we are just hoping it will be 
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a success. So far the men and women that have seen it 
have been very, very friendly toward it and feel 
we have done a good job. Incidentally, members of 
the Ontario eects Foundation sit on our board in the 
National Research Council. These Ape are giving their 
time and money free to help us out. 

MR. MacDONALD: How frequently do you plan to 
bring out the test magazine? 

MRS. WILSON: Every second month. It will 
be six issues a year. 

MR. LAWRENCE: Mr. Chairman, I. think 
Mrs. Wilson should know that the Progressive Government 
of Ontario makes a ---- substantial contributions to 
the association --- 

MRS. WILSON: Oh, I was just going. to teil 
you. that we get a.grant from the Qtario Government 
for.our Ontario work. Also in Aiberta, also in 
Saskatchewan, I think -~--.in two or three, and really 
\.@sel- it is a piece of work that badly needs doing, 
and particularly. in this consumer credit field. We 
do want people to use their money wisely in the 
best interests of Canada. 

THE CHAIRMAN; I.am sure the members of this 
Committee, some of them at least, I know I am-one --- 
haven't heard from anyone in your organization. . I am 
sure that they will be glad to know that this grant 
you are getting is appreciated and useful -- 

MRS. WELSON: You just send to us for the 

magazine now, all of you. 


And 18 there is anything about the effect of 
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adding interest on it. This is one thing that went 
| terribly. 

MR. LAWRENCE: Could we look forward to a 
brief from _— Ontario group and directed to the 
field of endeavour in which the Committee is concerned. 
Some of these things are not. 

MRS. WILSON: Well no. Actually I don't 
think up to this point the Ontario group has done any 
particular work on this, although Miss Edna Parkes is 
on the executive and she actually is teaching 
consumer economics over at McMaster University, and 
you know, quite a number of universities are now 
preparing courses and giving courses. The University 

of British Columbia gives a course on consumer 
economics, and I am quite sure later on when you are 
in a position to saythey probably might do something --- 
I don't know. 

MR. NODEN: Mrs. Wilson, you say two of 
our major endeavours are first -- 

MRS. WILSON: Consumer education. 

MR. NODEN: Consumer education. 

MRS. WILSON: You put this very well. 

MR. NODEN: By that do you mean that 
legislation should be brought in to create that? 

MRS. WILSON: No. We feel that --- IT think I 
Said someplace else --- 

MR. NODENs I think you have said --- 

MRS. WILSON: No, and also that they -- 

MR. NODEN;: --- go on to it that the credit 


sales --- and repossession --- a lot of very small --- 
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MRS. WILSON: That's right. 

MR. NODEN: All right. That has been created 
by fear of the individual knowing that repossession 
follows. | 

MRS. WILSON: Right. 

MR. NODEN; That is the education that has 
been created by the seller. Now, I don't think that 
is good: education as far as the people are concerned. 
Education should be the moral obligation of the 
individual. At one time it was that when you borrowed 
money, that your word represented 95% of that 
obligation, 5% was security. Today it has reversed 
itself. Now, is this the education that --- 

MRS. WILSON: Well, certainly we feel that 
there should be education as the people's moral 
obligation. We also feel people should be educated to 
assess their needs and their salary. and decide what 
they can afford. The credit contracts they can 
afvord to go into. We think there is a tremendous amount 
of ignorance in the --- | 

MR. NODEN: How do you go about this? 

MRS. WILSON: Well, we are trying to do it 
through our publication and we hope that credit granters 
will also help us to do this sort of thing and retail 
stores themselves. We feel that all these people 
should be contributing to educating the public as to 
what they can afford to do in the way of credit buying. 
Mind you, we are not opposed to it. If my baby 
needed milk and I hadn't a refrigerator, I suppose no 


matter how much of my husband's salary it took to get 
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that refrigerator, I would probably buy it. TI don't 
think anybody could set a hard and fast rule about this, 
but I do think that we need a great deal more intelligenc 
in shopping we spending our consumer dollars,and I 
think this is a job that is ours aaa we quite definitely 
appreciate it, and we look for legislation in the 
matter of fair credit contracts. Credit contracts which 
will give all the information which is necessary. 

MR. NODEN: That is by legislation. 

MRS. WILSON: This is yours. This is the 


legislation which I think. 


THE CHAIRMAN:. Your interest is entirely 
in retail sales? 

MRS. WILSON: Pardon? 

THE CHAIRMAN: You are interested entirely 
in-retail sales? 

MRS. WILSON: No. We have nothing to do with 
the wholesale market at all. Just the purchaser 
shopping who completes her purchase and has to go --- 
has to have eredit and credit installment plan of 
some sort to earry the merchandise. And the thing 
that concerns us is that sometimes the amount paid 
down is not sufficient and that the terms are not 
always fair to the purchaser as I have stated, and 
a number of things I have suggested at the end I am 
not sure how much they apply: in this province, but 
simply one that has been suggested to us that 


should be interest contract of one sort of another. 
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And the thing we do feel that we will never have an 
informed consumer until the percentage is stated on 
the contract... It is quite .amazing --- 

MR |: SEDGEWICK: Is that in view of Senator 
Croll's Bill--- | 


MRS.. WILSON: We supported Senator Croll's 


15) 

MR. SEDGEWICK: In form it ‘satisfied you?: 
Dead. Lae, 

MRS. WILSON: Pardon? 

MR. SEDGEWICK: Its form? 

MRS. WILSON: In its present form, yes. 
The first one we felt was probably a bit --- he has 


reduced this a good deal, you know. 

MR. SEDGEWICK: Yes, I know. 

MRS, WILSON: But in the present form we 

are supporting it. May I just once quickly --- we did 
a survey on chesterfield sets, and tell me --- you can 
tell me which is more expensive. The cash price of 
one chentes@detdi was $350.00; another chesterfield 
which was somewhat like it, but not quite as good which 
we considered was $315.00. The down-payment in each 


case was $30.00. einen ts 
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The monthly payments for two years of the more expensive 
one was $15.60; the montly payments for two years of the 

3 | 
less expensive one was $14.25. The total amount of money 
paid for the more -- in instalment payments -- for the 
more expensive one was $374.00, and for the cheaper one 
was $342.00. Now, with all that information, which was 
the best buy as far as the credit? 

Eh *re ht “yous 

The rate of charge for the expensive one was 
16 per cent; the rate of charge for the cheap one was 
19. Three per cent difference . Now who could possibly 
have known, that'.without having the effective b fault interest 
rate? You ’see, in this case, just the cash payment was 
different -- the cashprice. This is the sort of thing 
which we are trying very hard to help people with. 

THE CHAIRMAN: Have you any other cases you 
would like to. , 

MRS. WILSON: Well, the other thing is in 
connection with our the bill financing, and for some 
other things. Do you feel that it is terribly important 
to have the effective annual interest rate stated? We 
looked at one survey of automobiles -- new automobiles 
in this particular group -= it was 16 per cent; ore year 
old automobiles were 22 per cent; a used car dealer, who 
was not a reputable dealer -- you know -- it was 32 - 
per cent. Do you see the difference? 

We did a bit of shapping, and according to the 
Senate Hansard, a home furnishing company, a $350.00 
item was twenty-five and a half per cent. 


At Simpsons fora bedroom set was ‘ 15 per cent. 
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And an appliance store, the same thing 
practically, 31 per cent. So, you have to do it percentag 
wise, that is all. And, I think the other thing 
I would like to say is simply this, that we think that 
in the matter of education, the people should not use 
credit when they are buying things at cost, a small amount 
of money for a short time, | 

MR, REILLY: Aren't you going to try to change 
the habits of people in this way? 

MRS. WILSON: Well you have to. This is 
education, 

MR. REILLY: Well, you have tackled a job. 

MRS. WILSON: Well don't you think we should 
get on with it? 

MR. REILLY: Not this way, no. You are trying 
to tell the retailers -- well, when you come into our 
stores, what we will do is, we will put up signs "Don't 
buy this-unless you can afford to buy it". Make sure 

MRS, WILSON: Now listen -- we are not going 
to téll the retailers that, but we are going to ask 
legislation to say if you can't afford ten per cent, 
perhaps you had better not buy it. 

MR, REILLY: Well, I won't do this! 

MRS. WILSON: Huh? 

MR. REILLY: I won't do it. I won't tell people 
what to do with their money; If they earned it, they 
have the right to spend it. 

MRS. WILSON: Even if we -- if we have problems 
afterwards? 


MR. REILLY: Yes! If they are of age =- if they 
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have turned 21; they have created the problems -- they 
-know what to do with the money, Mrs. Wilson. 

MRS. WILSON: Don't you think though they should 
be advised by rekoae like us not to accept eredit:for 
small amounts’, like $20.00 and $25.00?9 

MR. REILLY: I think that as far as people 
are concerned, if they know what they have earned, the 
money, and there OS woe tune that. they want and it is 
something that they need, whether it is a needle or a 
wallet, and they have decided to fight for it, then they 
know what can be done -- what they can pay for and how 
they: can. pay bireaitss Thisis a decision. . 

MRS. WILSON: But they don't know -- they don't 
know what they are paying for. 

MR. REILLY: You have to start at the age of 
3r¢ootelig thems: “Net “ati the age “of"33 or 53. 

MRS. WILSON: Listen! Unless you give them the 
effective annual interest rate, then they don't 

MR, REILLY: They don't know what it is when 


you give them the effective annual interest rate. 


give them a chance? 

MR. REILLY: Alli they want to know is can they 
1afford to pay for it, :the" dollars on'it. 

MRS. WILSON: Listen -- I think that any two 
people entering into a contract as far as possible, they 
should have equal knowiedge. They should be peers, 
as far as possible, 


MR. REILLY: You will never get it. 


MRS. WILSON: Well, maybe not, but I am on my way 


. MRS. WILSON: Well, don't you think you should 
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(Laughter. ) 
THE CHAIRMAN: 
MR. MacDONALDs1°.Y : This. is what I call free enterprise 
on the rampage. 
(Laughter. ) 
MRS. WILSON: I believe in democracy, and to me, 
this is democracy; 
MR GAWRENCE: Suresitoasering ivoyou-have done 
mayoecas I was wondering if you had done any research 
or survey into the:difference between retail organizations 
that control their own credit system, as against those 
that sell the paper in trade? 
MRS. WILSON: Wel, I think -- 
MR, LAWRENCE: There is one admonition-iiny your 
| very admirable booklet there; warning people that these 
revolving credits are not very good. 
MRS. WILSON: Yes. 
MR, LAWRENCE: And that in the figures you gave Ay 
there in relation to the furniture dealer 
and the well-known ... | 
MRS. WILSON: Yes, well, these weren't this -- 
I wasn't -- the difficulties of the revolving credit accounts, 
you know how they work, of course, .You canwbuy up to a 
certain amount within a month and, one.of the things that 
we find is a problem for people is that they become tied 
to the store, That is, if I have a credit for $200.00 
at John Blow's store; and I have spent all my money, and 
I haven't got money to buy a. dress that week, I have to 
buy my dress there, because that is.the place I have the 


credit. So, the comparative Bhoppimg is not very good. 
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in an instance like that. And, another thing is, on the 
balance is not paid at the end of the month, you pay one 
and a half per cent per month, which is 18 per cent. 

MR. LAWRENCE: Do you find in your research 
tnte-~. but. 

MRS. WILSON: There is a lot of people using it. 

MR. LAWRENCE: Do you find in your research 
that this is worse on the consumer than would be the case 
where 

MRS. WILSON: Yes, yes. 

MRSsGAWRENCE: .. .as a small retailer sells 
the paper to an acceptance company. 

MRS; WILSON: Yes, yes. Well, listen. 

As far as sae tetee eredit accounts is; this means 

that you can goiinto a department store and buy your 
groceries this way. You can buy your bobby=pins this 

way. These little things which a good housekeeper -- 

| a good manager of the family income should have sufficient 
cash for'during» the: month. » She actually is buying, using 
her»revelving credit account. 

Now, so far as -= in case of cars. »Some of us 
know the big car companies have their own acceptance 
corporations and their own insurance companies, so they 
are doing it very well. And, as is drawn to our attention 
many times, some firms actually make more money selling 
credit thansthey! dovselling. the-merchandises Now; rI 
remember -- I was going to.a credit men's meeting a 
few years ago in Montreal, and a gentleman from the 
East End of Montreal was talking, and he said that he 


could: sell this, and this; and this at a dollar per month 
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you see, and I said "How about the cash price?" Well, he 
said "We don't say too much about that." And I said, 
"Well, how about your cash sales?" Well, he said to me 
"We never sell none for cash, never." He did absolutely 
no -- but he said every Saturday morning when they come 
in to shop, we givethem donuts and coffee, you see. 

Now, this to me is a typical’ ignorant person shopping. 

MR. REILLY: It may be, but there is a lot of 
them. 

MRS. WILSON: Right you are. Far too many for 
the good of Canada. 

THE CHAIRMAN: I think what Mrs. Wilson is 
pointing out is that they must be given some protection, 
so that they can determine whether they are making a good 
buy or not. 

MRS. WILSON: Don't you think they have the 
right to be protected? 

MR. MacDONALD: ©: Mr. Reilly wants to perpetuate 
a condition in which there will be a sucker €6 be’ caught 
every minute. 
MR. REILLY: 

If you start at age 3 or 4 or 5; start there, 

you aren't going to change the habits of people in the 


35, 40 to 50 age, are’ you? 


MR, MacDONALD: | Sure you wéll. 
MRS,:WILSON:' - But 
MR, RETLLY: ': You are? Give them the informatio 


and let them make the. decision. This is the argument 
I have. 
MRS. WILSON: This is the only -- this is the 


only thing I am asking for. 
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MR, LAWRENCE: 

MRS, WILSON: Full information. 

MR. LAWRENCE: 

MR. REILLY: I will go along with that. 
MR, WILSON: Oh, I just knew you would. 
(Laughter. ) 

MR. 'MacDONALD:. = woulOur job, . Mr. Chairman, is 
to try to persuade Len to go along with a little bit of 
legislative on backing for it. 

MR) REILLY’ No, I am not going to do that, 
Mr. MacDonald. I think that as far as the government 
is concerned, that too often it has interfered’ with 


business. Too often and too long, too much. We want 


| to keep the government out of business as far as control 


is coneerned. As far as I am concerned, I am going to 
tryeto docthat. 

MRS. WILSON: Well listen, are you going to try 
and not tell the effective annual interest rate on the 
contract? 


MR. REILLY: On the annual interest: rate? 


| Reveal everything, surely. Let the purchaser:know what he 


is paying. 

MRS. WILSON: Well, I am for it a hundred: : 
per cent. 

MR. REILLY: 

THE CHAIRMAN: 

MR, REILLY: 
disclosure and regulations. 

MRS. WILSON: Yes, I think the point I am 


particularly interest in is disclosure. Regulation is, 
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I know, @ provincial matter, rather specially with the 
conditional sales contract. 
MR. .REILLY: some of them Claim to be federal. 
MRS. WILSON: Well interest -- the point about 


it is, that the situation in Ontario is pretty grave nowsince 


of the Ontario Court of Appeal, simply because they 
considered that the bonus was interest, which it probably 
is, But; I understand that the Supreme Court has been 
asked by the Ontario Government to give a decision last 
week, so that we will get a decision on this and find out 
whether it belongs tovyou or Ottawa. 

MR. WHITE: Mr. Chairman, might I ask -- Mrs, 
Wilson is a very knowledgeable woman. Maybe she could 
help me with: a question which has occurred to me in 
recent weeks. 

The Province of Manitoba passed legislation 
requiring clear declaration of simple annual interest. 

MRS. WILSON: They are not playing. 

MR, WHITE: Then withdrew it back away from 
that. Do you know why . 

MRS. WILSON: Yes. We think it was -- after 
the Barfield Enterprise case came up, and we think 

r. Robins -- if that case is brought back and it becomes 
the jurisdictinn of the Province, they will probably put 
it back in again. In addition to that, of course, being 
in business | I read the newspaper clippings, and 

a lot of business interests were pressing him not to 
proclaim that part of the Act. 


But, in the Province of Alberta, they have - 
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MR, LAWRENCE: 


either. 


- 


have a look. 

MR, LAWRENCE: 
MRS: WILSON: 

based on it. 


MR.. LAWRENCE: 


ever, based on that case. 


243 


it either/or. Either you must give the lump sum -- the 
cost of the.credit, or, the effective annual interest 


rate. We actually have, in Quebec.. . .. Pardon? 


TheveLen ein elect. ver 


MRS. WILSON: It has never been challenged, 

and the ae thing -- another interesting thing 

is that in, 1957, there was. a piece of legislation in 

the Province. of Quebec, saying that you must have 15 

per cent. of the cost of the credit of the merchandise 
must be in cash; and the rate was. stated, and, I think, 
the contract. could only be two years. I have been 
interested in this, and I wended my way up to the 

McGill. law school and had a long talk with the clerk, 

and we looked, » and there hadn't been one decision 
Now that's Quebec. 

Now, maybe there has been one this year. This was.a year 
ago I went up there, and there had never been a decision 
based on this. So, this has been a very ticklish subject 
for along time, and I. think that it is time the Supreme 
Court told us where we were at. But, I was interested, 
because I heard an acceptance corporation 


quoting this Quebec law, and that was when I went up to 


Is it important, do you think? 


There has never been a decision 


So I mean does the provincial 


administration enforce it? 


MRS. WILSON: 


Well, 


Ldon't know.that it enforce 
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or not. Nobogy has ever chahlenged. it, and certainly 
there has never been an infringement of it. Maybe all 
the companies are so good they don't infringe, but that 
is not truevat rail, 

MREULAWRENGSY: Well, I mean Simpson's here 

MRS. WILSON: Well, I mem in Montreal 
no down payment on this 

MR>. LAWRENCE: Obviously, that is not... 

MRS. WILSON: Never, it is just a dead letter, 
Lvam afralas 

MR. REILLY: Mr. Chairman, I know that it 
was your intention to bring in some, or attempt to bring 
in some finance corporation representations later on, 
I was wondering in’ view of Mrs. Wilson's remarks about 

revolving credit accounts, perhaps 

we could bring in a few department stores, 

MRS. WILSON: Yes, this is . . quite different. 

THE CHAIRMAN: Well, we had that in mind. 

MRS. WILSON: Yes, yes. The finance companies - 


perhaps they don't have --- 


And I think there is some operating very ethically. I 
think there is some that are on the fringe, perhaps. 

THE CHAIRMAN: Your»vobjeetion is that it ties 
the purchaser in too much>»to one place? 

MRS, WILSON: Yes. You see, just the same way 
as in the old days when you have:charge accounts at the 
grocery store. You always eae to that grocery store, 
because you had no money left when father paid the bills 


at the end of the month. You see what I mean ? 
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Now, this does tie you to the store, There is 
no question about it. And anyway, 18 per cent of the 
balance! 

MR. REILLY: What is the suggestion there, 

Mrs. Wilson? 

MRS. WILSON: To be tied to the store? 

MR. REILLY: Yes. 

MRS, WILSON: I think it is a very bad thing. 

I believe in comparative shopping. 

MR. REILLY: How would you distontinue it? 

MRS. WILSON: Listen. If I saw a fur in 
store A and a fur in store B, and the one in=A is cheaper 
thah the one in B, I would: hope to go to A. But, if I 
had a revolving account in B and I wanted that fur 
awfully badly, I would go and buy it in B anyway. Now 
this is what is wrong. 

MR, REILLY: Why don't you have a revolving 
account in both of them? 

MRS. WILSON: Oh! How on earth would we ever 
raise an: account? too send our children 0. :college?. 

(Laughter.) - 

No -- I 

Another thing which we find which sometimes 
is rather bad, is this -- what they speak of as ballonning. 
Sometimes when a person has half a dozen finance companies 
they owe money to, it is re-financed by one person, and 
they pay so much per month. The last month, often, is 
a very large payment which they are not able to meet, 

And, in that case, very often, the person has to go ahead 


and re-finance again. Now this is a horrible trick and 
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done by unethical finance organizations. They call it 
ballopning. 

MR. REILLY: Well it is even done by the 
ethical finance phonuses. 

MRS. WILSON: No. I have tried tobe very 
earefully. 

MR. REILLY: The ballopn on the end isa. . 

MRS. WILSON: The balloon on the end is a 
very quesfionable -- this is another thing I would hope 
you would give consideration to, this bologna. 

Is there anything else? 

THE CHAIRMAN: Mr. Irwin has a question o6r two. 

MR. IRWIN: Oh, nothing very profound. Your 
testing ma Sazdie -- will it follow something of the 
pattern of the consumers! magazine in the United States? 

MRS. WILSON: Yes, it will. Actually, we, you 
‘know, has done some testing in Canada. ER Cis WPOP 
this reason that we know Dr. Kaltenborn, : pres- 
ident of the Consumers! Union very well, and this same 
Dry Campbell is on their paahaer We are in very 
close touch with them. Also in touch with the Consumers! 
Association of Great Britain, which puts wit a little 
magazine which they have been supporting us and helping 
us to get going in @ really responsible way. We didn't 
want to do a fly-by-night thing, of course, and the 
trouble in the United States is simply this: If the 
trade, let's say it Yaga Westinghouse stove. If you buy 
a stove for domestic consumption and buy what appears 
to be the same stove in Canada, it will not be the‘sSame. 


In other words, the products for domestic 


od 


7 ie 
Te _ ay 


a 


7 tee > svods qgafstr — 
’ ' — Sa 

edt yd snob move at dt [foW :XMITHA .AM. foo: i - | 

“.,e@sbyned Sonsntt teonao 


or ed 


Yiev sd'ot betad svsd I .ou :MORLIW - OFMes | 


an RLS Taeee + 


+ + - 8 af Due odd no caolisd eAT sYIIISA .AM 


8 Bi brs ent 10 *noolfed eqT :WOSJIW .2AhM 


eo _ vo 
> _ 
Pon) ; 


eqod bivow I antdd rendons.eb atdd +- eidsnottaasp yrsv | © 


Seals gnidtyns strait al 
owdito cobdzeyp 8 esd atwol .cM :WAMATAHO BHD. « ~~ 


“OY .bavoterq yusv aniddon:.dO. ‘MIWA -.aM 


yoy .9W .¥ilsutoA iilftw dt .as¥ :#ORTIW Bem 


10% at sI 


~Berq . itodaetisn .1d worm! ow dadd nogsem etds | 8r 


Ytev nt sts.sW insides ttodd no al {Ledqmsdu « ees} 
axenuacod odd ddiw dovet mt oalA .modt ddtw novos seofo | 
sltsil 8 tuo atuq dotdw .ntstiad tse12 to wotistooaea |S 
anigtied bre ay anttrogque need svar Yods dotdw ontssasm | 


t'ablb eW . .ysw oldtanogaer yiisst 6 nt gntog teg od ay |S 


Yd soy. tL .evete eavorgnrttaswW a ge ge WSe. a'dol obsra| TS 
CONROE RMR she 88% 
rl me doh; aa dtc me: rom 


23. 


30 


ANGUS, STONEHOUSE & CO. LTD. OUT 
TORONTO, ONTARIO 


consumption, and the products for export are different, 
and Consumers! Union has run into this trouble. Because 
you see, they have had all manner of complaints from 
their readers that the -- what they had te the evaluation 
they placed on the piece of merchandise was not the 

same as it proved to be tmthpmand wasn't the sane as 

it was in the United States. Now, this problem has been 
a constant te raked of trouble to Consumers':Unton, which 
I consider is a very fine, co-operate effort. And so, 
they are very anxious wagaade get .on with: this... In 
fact, we had a conference last summer, and they gave us 


a thousand dollars to bring people to the conference 


| to talk about the testing. 


MR. MacDONALD: Well, do I conclude from this 
then, that there is going to be a co-ordination of your 
activity with Consumers! Union? 
| MRS. WILSON: No, not -- I don't know what is 
in the future. But, my feeling would be that if we 
become aint pups someday, the Consumers! Unionmay 

|gety outvofi: the Canadian eet altogether. © This is Just 
| "maybe". 

MR. MacDONAED: But at the moment they . 

MRS, WILSON: ‘At the moment they give us their 
blessing, 

MR. MacDONALD: Is»:there an attempt though, 
in your testing to, in effect, supplement the testing 
that they are doing in the United States? 

MRS. WILSON: No; but if we are testing -- In 
our first -- just to show you how necessary this is. 


We did drills, hand-drilis, you know, electric drills in 


: : : 
ee ; 
- 7 ve as - 7 


: 
Tis 


4 | Shere th: Sts trogxe ToT stouborqr bite: bus iynotde 


a 
saysood .oldvort atdt otnt aw t asd notau ‘romrar09 one | 4 


ae 
7 


moat atatsignoo: to xennam: [fs ben svar vents 998 -s 


# 


molisulsve oft -- bed yedd tsdw -- ond dedt ersbsea sted | 
ont sa esw setbasdorsm to sosiq sit intheoate vers | 
aS M1ge odd t'rasw bas matdcod ed ot bovorrg a as” once |2 
ased asd msidorg etdt wok o. aetsd2. betinv eft nt asw ss | j y 
dofidw .aotn: Merremuanod: od eidvort to som o8ltnstanoo 5 
20e DHA’ .d2re3%s ee <eatt yrov Ss wins s<eblamoo x | 


ail .aidd d¢iw no) to3. en see ot atbolxns Utev Sts» vont | | 


au evsg yedt bas ,.tomue gest ssaexrstroo s BBA ow JOST is me 
q 


SONSTS too ond et elfqosq sitird ot acsI lob basevodd 5 jst , 
.Qdlteet dt suods walsd 03 | . 
atdd mort shulonoo I ob ffeW :C@AMOdosM AM cea 
Moy to noltsaanthro-00° s ad ot grtos et sredt tscit pa 
fanolaU. 'aremuanod Attw asians | 
af tsdw worl t'nob I -- tom .of . 4KORdIW 2AM _ 
ow tt dacs od Divow satisst yw .de@ i. saedet edd int [BE 
ysmaolny 'aremuancd ont .ysbenoa viiethioe gtotte smoses [et 
Jaut eat etdT retltogodf 6 -texrem asibsasd edd otowwo ws OS * 
- . s Yous gnomom sdd ts tu. :GgAK0dosM + iM 
«wledt ev svtg ysdd tnsmom: sdd tA” :KORIIW ~aAiM 
antaacta | 
.dguods dqmecvts as oxventt aT - :;GIAUCTosM. . AM): 

gnbtane odd. tnomefqqua . testis nb .o¢ anivest moy at | 
wd Ai 8: Taetsd2 bettad odd mt gntob ors vertd: dats | 
al. ++ guttastd ops ow tieded jou —3MOedIW - pete aahed ; | 


et eat ald Brnicn wor: sane ‘worl of: auth == heer BS! 
; - od 
OA ety Tee. Hare ae ee 


ANGUS, STONEHOUSE & CO. LTD. 248 
TORONTO, ONTARIO 


1] our first issue which came out the first of the month. 


2 
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We did this hoping to get a few men members. Anyway . 

MR. MacDONALD: You might send us all 

THE CHAIRMAN: We have a copy. 

MRS. WILSON: You have a copy? Well, all right 
Put as I say, I’ think 1t is a very well done little thing. 

Anyway, when we did it, we sent our -- we did 
eleven drills, and we sent them over to Consumers! Union 
to see hay they tallied with what the Consumers! Union 
happened to be doing indxwills. Now, the Consumers! Union 
was doing 28 dulls at that time. Now, I haven't got the 
figures in front of me, but as I recall, only three were 
the same as what was being sold on the American side. 

So you see 

MR, LAWRENCE: They would he drills 
in the United States not necessarily in Canada. 

MRS. WILSON: Yes, yes. Yes, this is it, 
and this proved very conclusively. But, the Consumers'! 
Union has made this asranwanent with us, that if we are 
testing electric kettles in the future, I suspect they 
will not test electric Kettle. You know what I mean? 
We co-operate fos MOREE with them. And, certainly, in 
the meantime, they are giving us a very good rate on 
consumer report for Canada until we get wide circulation. 
This hasn't started yet. We expect it. 
and which the Consumer's Association in Britain has 
really been extremely good to us. We take all our 
problems to them. In fact, we sometimes send our 


manuscripts to them to read, It's a tremendous job 
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this testing -- we have a lawyer, we have a C.A., and we 
“have all kinds of people to keep ourselves, so that we 
can keep ourselves out of the ands of the law, ourselves. 
We | 

And actually, we have been most well-supported 
by | 

Does that answer you? 

MR, LAWRENCE: Yes. Thank you very much. 

I would make this gratuitous remark, that I don't see why 
you shouldn't co-ordhnate you activies to the maximum 

of standard with what is being done in the United States. 
Relatively, while we retain our sovereignty and all that 
sort of stuff; but if they are doing good work, why not 
make use of it. 

MRS. WILSON: Well now, honestly. . Would you 
like us to bring out a Canadian edition of Consumers! 
Union? 

MR. LAWRENCE: Oh, I am not getting . 

No, no. I just made a suggestion ... 


MRS. WILSON: This is the sort of alternative - 


MR. LAWRENCE: 

MRS. WILSON: But, they are extremely good to 
us, and I think someday we will get it worked to the 
place .. . They aren't -- they are really working with 
us very closely. 

THE CHAIRMAN: There is a high degree of 
exchange in this. 


MRS. WILSON: There is a great deal of exchange 


of information, but I can't say, you know, too much about 
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MRS, DELL: What is the present membership with 


MRS. WILSON: About 25,000. 

MRS. DELL: About 25,000, is it. 

MRS. WILSON: We hope the dues won't go up. 

It may go down you know, $3.00 instead of $2.00. 

THE CHAIRMAN: Any further questions? 

THE CHAIRMAN: Well, Mrs. Wilson, you have given 
us a very able and highly informative presentation, and 
we do appreciate your coming on such short notice, and 
I hope you will take our thanks back to your organization 
for sending you here to give us so much valuable inform- 
ation which the Committee needs at this particular time. 
| You have helped to fill in the gaps from the consumer 
standpoint, and I am sure this will be very important. 

MRS. WILSON: Thank you. I have enjoyed it 
myself. Thank you very much, 

THE CHAIRMAN: Gentlemen, this meeting is 


aajourned, We meet tomorrow morning at 10:00 o'clock, 


---WHEREUPON THE MEETING WAS ADJOURNED UNTIL 10:00 A.M., 


WEDNESDAY, JUNE 26th, 1963. 
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